Financing Motor Vehicle 
Installment Sales 


By C. C. HANCH 


General Manager, National Association of Finance Companies 


A Recent Survey Shows That 354 Representative Finance Com- 
panies Have Aggregate Capital, Surplus and Undivided Profits 
of $202,000,000 and Outstanding Paper Amounting to $511,- 
000,000. The Total Purchases of Installment Paper for the Year. 


E earliest installment sales of 
motor vehicles were financed in vari- 
ous elementary ways. In some cases 
the dealer who made the sale carried 

the paper until it matured, in other cases 
the dealer hypothecated the paper with his 
local banker as security for bank loans and 
in some instances the paper was rediscounted 
outright either to regular commercial banks 
or concerns engaged in advancing money on 
accounts receivable or other evidences of 
debt. In the earlier days terms of payment 
were quite conservative. It was not un- 
common to require a down payment on new 
cars of 50 per cent and the deferred payments 
seldom extended longer than over a period 
of ten months. Credit terms on used car 
paper were even more conservative than on 
new car paper. Those who handled the 
paper had a satisfactory experience and 
made reasonable profits even on the limited 
amount of paper that was handled. 

The business began to attract men with 
capital or credit and about fourteen years 
ago the first so-called automobile finance 
companies came into existence. For the 
most part these companies had been engaged 
in financing other lines of business such as 
accounts receivable, etc. It was recognized 
very soon that the business could not well be 
handled with permanently paid-up capital 
and that credit was desirable. When the 
earlier finance companies approached regular 
commercial bankers with a view of arrang- 
ing for loans to handle the business, the av- 
erage banker was quite reluctant to loan 
money in connection with sales of what was 
then regarded by bankers as largely a lux- 


ury. Some of the most important finance 
companies now in existence were required by 
their bankers in the earlier stages of the 
business to handle a definite proportion of 
truck paper along with the passenger car 
paper which was more freely offered. It 
was then believed that the truck, being 
purely a utility and having a potential earn- 
ing power, was a more desirable credit risk. 
This resulted in a tendency to grant more 
liberal credit terms in the sale of trucks 
than in the case of passenger cars. 


Reversed Position on Truck 
Paper 

T was found that the earning power or 

utilitarian character of the truck did not 
offset the sense of ownership which was 
promoted by requiring the purchaser to 
make a substantial down payment. Instead 
of truck paper becoming the preferred risk 
as was at first contemplated, a number of 
banks reversed their former position and ob- 
jected to the handling of truck paper by 
their finance company customers. Unfortu- 
nately the situation was not clearly appre- 
ciated by truck manufacturers and for this 
reason and the further fact that competition 
in the truck business was intensely keen, the 
sale of trucks on installments was continued 
upon more liberal terms than prevailed in 
the passenger car business. This resulted in 
truck paper becoming a drug on the market 
for quite a while and eventually forced the 
leading truck manufacturers to organize and 
operate their own finance companies. 

While the financing of passenger car 
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paper began actively as long as fourteen 
years ago, it did not become an important 
factor in the production of automobiles until 
approximately ten years ago. Since that 
time the growth of existing finance compa- 
nies has been very rapid and a large number 
of new companies have been organized. 
Under the conservative credit terms which 
were first employed and even under stand- 
ard terms recommended by the National As- 
sociation of Finance Companies, satisfactory 
profits were made by practically all well 
managed finance companies. Such few fail- 
ures as did occur did not result in any loss 
to the creditors. 

The operations of the finance companies 
made it possible for automobile manufactur- 
ers to inaugurate mass production and the 
turnover was very rapid for manufacturers, 
dealers, and finance companies. A_ very 
small per cent of profit on the turnover made 
good profits for finance companies on the 
capital invested. Contrary to the popular im- 
pression, the service charges made by repre- 
sentative finance companies were never ex- 
orbitant or excessive particularly when it is 
taken into consideration that they were pio- 
neering a new field in the face of numerous 
prophecies of dire disaster. Naturally the 
rate of profit on the capital invested varied 
materially in accordance with the character 
of management of a given finance company 
or the volume of its business. 


Profit in Service Charge 


Wis show that the service charge of the 
finance company does not carry a heavy 
proportion of profit, even in 1924 which was 
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regarded as a very satisfactory year from a 
profit standpoint, the figures of twelve rep- 
resentative finance companies in a certain 
state as disclosed by state income tax re- 
ports show that the average net profit of the 
twelve companies was only twenty-one and 
a half per cent of the service charge. The 
balance of the service charge was consumed 
in such items as wages and salaries, rent, 
taxes, miscellaneous expense, losses, credit 
investigation, collection, insurance, record- 
ing, revenue stamps, etc. 

It was to be expected that the business 
would attract considerable capital and credit 
and the zenith of finance company organiza- 
tion was reached about the beginning of 
1925. The year 1925 witnessed an era of 
intense competition among finance companies 
which resulted in a material lowering of the 
service charge and unfortunately a tendency 
to depart from the safe credit terms which 
had generally prevailed up to and including 
1924. In December 1924 it was reported 
that fourteen hundred companies were en- 
gaged in automobile financing. It is prob- 
able that in a good many cases automobile 
financing was only a side line for other busi- 
ness. Between the beginning of 1925 and 
the present time a considerable number of 
automobile finance companies have retired 
from the field, in some cases they have been 
liquidated, in other cases they have sold their 
business to other finance companies, and in 
other cases they have simply retired from 
automobile financing and continued or taken 
up other lines. At the present time there 
are approximately eight hundred and fifty 
established and known finance companies en- 
gaged actively in automobile financing. 


Amount of Paper Outstanding 


RECENT survey has been made to 

show the capital, outstandings, and an- 
nual purchases of installment paper. This 
survey discloses that 354 representative fi- 
nance companies, including all of the largest 
companies, had aggregate capital, surplus 
and undivided profits on January 1, 1926, of 
$202,000,000.00. On the same date they had 
outstanding paper amounting to $511,000,- 
000.00 which was covered by capital or bor- 
rowings. Their total purchases of install- 
ment paper for the year 1925 were $1,021,- 
000,000.00. It will be observed that the used 
borrowing ratio of these companies was 
only one and one-half to one. This is much 
lower than the borrowing ratio is commonly 
believed to be. 

The extent of diversification of finance 
company business is not generally known 
but to indicate this diversification, the figures 
of eleven large representative companies are 
available. On December 31, 1925, these 
companies had an aggregate capital, surplus 
and undivided profits of $41,000,000.00. 
Their total purchases of all kinds of paper 
for 1925 was $465,000,000.00, while their 
purchases of motor vehicle and other install- 
ment paper for the year was $227,000,000,00. 


It will be noted that their entire installment 
paper was less than one-half of their total 
financing operations. Their total outstand- 
ings on December 31, 1925, was $162,000,- 
000.00, while their outstandings of motor 
vehicle and other installment paper was 
$118,000,000.00. Their borrowing ratio 
against total outstandings was approximately 
three to one, while their outstandings against 
installment paper was approximately two to 
one. These figures supplement and substan- 
tiate the figures of the 354 companies above 
referred to and indicate that the used borrow- 
ing ratio against installment paper is much 
less than it is commonly supposed to be. 

The total of motor vehicle installment 
paper for the year 1925 was approximately 
$3,000,000,000.00 and the total outstandings 
of automobile installment paper at a given 
time was approximately $1,500,000,000.00. It 
will be apparent from these figures that the 
354 companies referred to above, including 
all of the largest companies, did approx- 
imately one-third of the automobile financing 
business. 

Aside from motor vehicles, financing of 
installment sales is confined largely to the 
following items: Household furniture, 
pianos, phonographs, radio sets, washing ma- 
chines, vacuum cleaners, sewing machines, 
gas stoves, mechanical refrigerators, jewelry, 
clothing, property improvements, tractors 
and farm equipment, and other goods such 
as books, typewriters, adding machines, cash 
registers, etc. 


Installment Paper 


ECENTLY compiled figures based upon 

the most accurate available information 
indicate that after deducting the cash down 
payment from the total sales price of in- 
stallment goods, the total installment debt 
created for all classes of installment goods 
was approximately $4,750,000,000.00. Based 
upon the average maturity of the install- 
ments, the average installment debt outstand- 
ing is approximately $2,750,000,000.00. The 
outstanding of motor vehicle installment 
paper at a given time is a little more than 
one-half of the total installment paper out- 
standing. In view of the fact that in the 
depression year of 1921 there was no appre- 
ciable extension in the liquidation period of 
installment paper, and further in view of the 
fact that the annual income of the American 
people is upward of $60,000,000,000.00, it 
would appear that a total outstanding install- 
ment debt of $2,750,000,000.00 is not an 
alarming mortgage on the future income of 
the nation. Experience in certain install- 
ment lines has demonstrated that typical 
installment sales with a reasonable cash 
down payment pay out in less time than 
former open account sales without a cash 
down payment. Instead of contributing to 
extravagance and waste, the discipline of 
meeting installment debts has taught many 
people to save and acquire property. Fi- 
nancing of installment sales is now upon 
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such a firm foundation that it may be ex- 
pected to continue to play an important part 
in the merchandising of all articles which 
are adapted to the installment system. The 
financing business is here to stay and it is 
the duty of all concerned to throw such safe- 
guards around the business as will conserve 
the benefits which have been derived from 
the installment system. Financing install- 
ment sales enables the dealer or merchant to 
realize cash for his sales without calling on 
the manufacturer for help. It enables the 
manufacturer to make his product in quan- 
tity thereby reducing cost which affords him 
a profit and also low prices to the public. It 
bridges the gap between the bank and the 
retail buyer by affording the dealer an outlet 
for his paper, at the same time protecting 
the capital and depositors of the bank by en- 
abling the bank to loan large sums of money 
secured by installment paper representing the 
obligations in small amounts of large num- 
bers of individuals. No other bank loans for 
commercial purposes are inherently any 
sounder. Inherent soundness should be made 
actual soundness by the observance of safe 
credit terms. Safe credit terms fundamen- 
tally are based upon a sufficient cash down 
payment by the purchaser to make him feel 
a sense of ownership in the property. De- 
pending upon the life of the article deferred 
payments should not extend beyond a period 
where the equity of the purchaser and se- 
curity of the lien holder is less than the value 
of the article. 

In the motor vehicle installment business 
it has been found that supplemented by rea- 
sonable credit investigation, a down payment 
of one-third on new motor vehicles and a 
down payment of 40 per cent on used motor 
vehicles with the balance in twelve equal 
monthly installments, constitutes safe credit 
terms and in view of the recommendation of 
the National Association of Finance Com- 
panies these terms have become generally 
known as standard terms. 


Recommends Audits 


N order to conserve the credit in the auto- 

mobile time sales business, the National 
Association of Finance Companies has for- 
mally recommended that the books of all 
finance companies be regularly audited and 
certified and that all finance companies 
should at all times be ready and willing to 
give full information as to their business 
operations to their respective depository 
banks. To this end a universal form of 
financial statement is now being worked out 
in collaboration between finance companies 
and banks. The National Association of 
Finance Companies has formally adopted the 
policy of recommending that certified finan- 
cial statements be from time to time deliv- 
ered by each finance company to its deposi- 
tory banks together with an answered ques- 
tionnaire, the form of which was carefully 
prepared by a group of representative bank- 
ers and finance company representatives. 


Stock Frauds That Hurt the Banks 


By W. R. MOREHOUSE 
Vice-President, Security Trust and Savings Bank, Los Angeles 


How Swindlers Duped Farmers and Injured the Banks at the 
Same Time. The Hightower Power Scheme Worked. A Fake 
Banker Giving Investment Advice in the Lobby Creates 
the Impression That He Is An Officer of the Institution. 


ITH enough money being lost 
annually through fake invest- 
ments and through swindles to 
build a continental railroad 
from the Atlantic seaboard at New York 
to the port of Los Angeles on the West 
Coast, double track it all the way and then 
equip it with rolling stock, it is about time 
for our bankers to use their best efforts in 
preventing this enormous waste of capital 
which should go into legitimate business. 
In some cases the swindler is able to kill 
two birds with one stone by swindling the 
farmer and the banker at the same time. 
Often the swindlers work in pairs, one 
usually following up after a first operator 
has done the preparatory work. 


Surveying the Situation 


Oo day a shrewd, pious-looking el- 
derly man went into a small Western 
town. At the first opportunity he called at 
the only bank in this little town and met the 
president and the cashier, impressing them 
with his stability and his good intentions. 
He next visited the business section, en- 
gaging in conversation with various men 
whom he met, each time drawing them out 
until he obtained a fairly accurate line of the 
farmers thereabouts, especially ascertaining 
those who were well-to-do, those who would 
probably have credit at the bank, and 
those who were making money. 

With this information in his possession, 
he started out on a systematic canvass of 
the community, stating to those whom he 
met that he had been sent West by a 
group of Eastern capitalists to buy in the 
few outstanding shares of the Hightower 
Power Company, of which, as he stated, 
some five hundred shares were at one time 
sold to the people of that community. This 
statement, of course, was false, no such 
stock ever having been issued, and conse- 
quently he expected and received denials of 
ownership from each farmer he interviewed. 

Naturally he freely played up the value 
of this particular stock to every farmer 
he met, invariably calling attention to the 
large assets of the company, its large earn- 
ings on its capital and its able management. 
He always spoke about literature describ- 
ing the investment, but was always just 
out of this literature but expecting a new 
supply daily. 


Mistreated by Fortune 


HOSE whom he interested invariably 
expressed regret that they had been so 
unfortunate as not to be the lucky holders 


HESE are true stories 

—not fiction—told by a 
western banker, who is 
serving as the head of a 
bureau set up to protect the 
public from the schemes of 
crooked security sales and 
fraudulent promoters. What 
is gained from the annual 
sucker haul, he estimates, 
would provide enough 
money to build a double 
tracked railroad from New 
York to Los Angeles. Even 
banks are not immune from 
the raids of these financial 
pirates. The cases related 
here show how plausible 
schemes resulted in losses. 


0.9.9, 9.9.9.9, 9.0.9.9, 0.9.0.9, 0.0.0.9. 


of shares of this prosperous company. As 
a few expressed themselves, they had pur- 
chased various kinds of stock in the past, 
but never had been fortunate enough to 
own a share of the Hightower Company 
stock which was in such great demand. 

Before bidding each farmer adieu he in- 
variably urged him to inquire among his 
neighbors to see if they had any of this 
very valuable stock, and if so, he was urged 
to purchase it at $60 a share, which was 
$10 a share above its original selling price. 
After buying it the purchaser was imme- 
diately to notify the swindler, who was 
known to the farmers as George Black, for 
he had assured them that he would gladly 
purchase the stock without delay, paying 
$100 a share regardless of the number. 
Knowing that none had ever been issued, 
swindler Black was, of course, safe in 
making his offer, and would have been just 
as safe had he offered $1,000 a share. 

In the course of a few weeks Mr. Black 
finishes the preliminary work, leaving the 
farmers on the lookout for Hightower 
Power Company stock. Soon it seemed 
that this was one of the best known stocks 
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in that locality, although not one of the 
farmers had ever seen a share of it. In the 
meantime swindler No. One departs and 
his accomplice, No. Two comes on. 

Equipped with a list of the farmers 
who had been interviewed by his fore- 
runner and with notations telling him how 
each reacted to the interrogations and sug- 
gestions he goes to the most likely pros- 
pects, especially those who are exception- 
ally influential in the community and who 
are regarded as men of good business judg- 
ment. To these few he offers to sell a few 
shares each of the Hightower Power Com- 
pany stock at $50 a share, just one-half 
the amount they had been offered for it. 
They snapped up every share offered. After 
a limited number of shares had been sold 
to the leading farmers in the community 
the curtain rings down on swindler No. 
Two, and he, too, departs. 

Soon the few farmers who were success- 
ful in purchasing a few shares of the stock 
receive letters of inquiry from swindler 
No. One asking if they have been success- 
ful in locating any of the Hightower 
Power Company’s stock, to which they re- 
spond that they have secured a few shares. 
These shares are quickly purchased by 
swindler No. One at $100 a share, and an 
immediate appeal sent oat for more. 

The purchase of a few shares of this 
stock at $50 and its sale at $100 turns the 
trick which makes possible the big scoop 
in which both swindlers clean up. 

With a profit of 100 per cent, these farm- 
ers get their first taste of easy money and, 
in their eagerness to make more, they 
scurry about to buy as many shares as they 
can secure. For a second time they re- 
ceive letters from swindler No. One urging 
them to buy more of the same stock, and 
again they go in search for it, but of no 
avail. 


Planning for the Big Coup 


MONTH later swindler No. -Two re- 

appears on the scene with Hightower 
stock, which he is willing to sell, but ap- 
parently in a limited quantity only. Of 
course, he is inwardly hoping that he will 
be successful in selling thousands of shares 
and be able to make his getaway before 
his scheme explodes. 

This time, instead of selling each farmer 
only a few shares, he sells him the limit 
of his capacity to pay. Those having cash 
are persuaded to invest every available 
dollar and, in some cases, money was bor- 
rowed from the bank and invested. In 
other cases the farmers gave their notes 
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payable to the swindler and due in sixty 
days. These notes, they fully expected to 
liquidate as soon as they could make a 
sale of their stock to swindler No. One, 
pocketing the ‘profit. By working at top 
speed swindler No. Two was successful in 
loading down the farmers of this little 
Western town with all of the stock of 
the Hightower Power Company that they 
could possibly buy without sacrificing their 
household furnishings. 


Discounting the Notes 


ITHOUT losing time, he took the 

farmers’ sixty-day notes.to the little 
country bank where he explained that he 
had an urgent obligation to meet in a nearby 
city and under the circumstances he was ob- 
liged to discount the notes, and would ac- 
cept 10 per cent discount, but finally ac- 
cepted a discount of 20 per cent. As a fur- 
ther inducement to have the bank close the 
deal he .accepted its sixty-day time cer- 
tificate of deposit. The banker, seeing what 
he believed to be an opportunity to make a 
good profit and knowing the notes to be 
good, discounted them at 20 per cent and 
issued a sixty-day certificate in exchange 
therefor. 

Completing this transaction, swindler No. 
Two hurried to a nearby city and there 
negotiated a loan to the amount of 90 
per cent of the face value of the certificate, 
the lending bank having satisfied itself that 
the certificate was genuine and that the is- 
suing bank was financially able to meet its 
obligations. 

Thus swindler No. Two was able to 
convert the farmers’ notes into cash for 
seventy-two cents on the dollar. With the 
proceeds in cash the two swindlers divide 
up the spoils and disappear from the com- 


munity. 
The Long Wait 


ACK in the little farming communi.y 

where they had recently operated, the 
farmers were eagerly waiting for the return 
of swindler No. One. They were dreaming 
of great riches which they were to make 
almost overnight through the purchase and 
sale of Hightower Power Company’s stock, 
but unfortunately they were dreaming a 
dream that would never come true, for 
while they were holding the stock the two 
swindlers were speeding out of the country 
as fast as the Limited could carry them. 
The farmers waited and waited for the 
return of swindler No. One, who was to 
buy the stock, but he proved a disappoint- 
ment to them, and it was not until they had 
spent many anxious hours that it fully 
dawned upon them that they had been 
swindled. 

Sixty days later their notes fell due and 
the bank notified them to call and pay up, 
but they were financially unable to do so, 
having lost all in the swindle, and being in 
reality, bankrupt. The certificate of de- 
posit was presented and the bank caught in 
a jam, for with bankrupt farmers on one 
hand and with unusually heavy demands for 
cash on the other, there was only one way 
out, and that was to levy a stock assessment, 
which was done. 

Like all great swindles, this one left 
wreckage on every hand. It left farmers 
bankrupt and a country bank greatly weak- 


ened. Although it proved the folly of chas- 
ing after bubbles, and of trying to get rich 
quick, it blighted and made desolate what 
was once a prosperous and happy settlement. 

“Consult your banker first” is a slogan 
which every bank should use in an en- 
deavor to prevent fraud. Here is a 
case where the slogan worked in a way 
that was not intended. The banker was 
a fake, but investors didn’t know it until 
they had parted with their savings. 

The fake banker’s name is Mr. Richard 
Foster and he poses as the vice-president 
of the Blank National Bank of the city in 
which he operates as a wolf in sheep’s cloth- 
ing. His partner in crime is Miss Eliza- 
beth Harris,.a smooth-talking, unscrupu- 
lous female skin-game artist. Her activi- 
ties are directed toward widows whose hus- 
bands have left them a considerable estate. 

Once she gains their confidence she 
brings up the question of investments, al- 
ways stressing the point of the desirability 
of getting a higher rate of income than the 
widow is at the time receiving on her se- 
curities. As a driving point she will cite 
various cases where friends of hers have 
increased their incomes by disposing of low- 
income securities and buying others with a 
higher income yield. 

Should her intended victim have a sav- 
ings account earning 3 or 4 per cent she 
never loses an opportunity to call special 
attention to the small yield in comparison 
with securities earning 5 or 6 per cent. No 
sooner does her client manifest interest in 
a higher income than she suggests a certain 
stock which has proven so desirable in her 
case. She invariably expresses her appre- 
ciation of what Mr. Foster, her banker, has 
done for her in recommending this stock, 
and then she always summarizes on other 
cases where he has done so much to help 
women make safe investments. 


Recommending Hot Air Stock 


AS a climax Miss Harris unreservedly 
recommends the purchase of certain 
“hot air” stock. The company issuing the 
stock always has its headquarters several 
thousand miles away, thus making inspec- 
tion of its plant and other assets imprac- 
ticable so far as her intended victim is 
concerned. But in order that she may sat- 
isfy herself as to its safety, Miss Harris 
proposes that they consult Mr. Foster, the 
vice-president of the Blank National, which 
is usually done. Naturally it is necessary 
to make an appointment with this busy 
banker, which Miss Harris is glad to ar- 
range at a time convenient to her victim, 
however, pressing for as early an appoint- 
ment as possible without arousing the sus- 
picion of her victim. 

In making the appointment Miss Harris 
calls Foster’s office in a downtown building 
and a conversation something like this takes 
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place, all of which can be overheard by 
her victim sitting nearby: 

“Hello, Hello, Mr. Foster. I hate to 
trouble you again, but I have a friend who 
has a banking matter to take up with you. 
She wants the advice of a banker in mak- 
ing an investment and I’ve been telling her 
how much you have helped me and some of 
my friends. . . . Oh, you can see her to- 
day, can you? Well, that’s fine—at 2 
o'clock —that’s fine of you. . . by the 
way,” Miss Harris continues, “you remem- 
ber that Anchor Shoe and Finding Stock 
you secured for me—the company has sent 
me an extra dividend—what’s that! Oh, 
—it’s going up in price the first”—and Miss 
Harris’ face registers delight at this in- 
terruption from banker Foster. “We will 
be in to see you at 2 o’clock—Thank you, 
Mr. Foster. Goodbye.” 


Meeting the Victim 


UR fake banker is neatly dressed in 

a business suit. In fact, his dress is 
more of the reserved, dignified type than 
it is flashy. When on a case he invariably 
wears a cap which can be tucked from 
view in his pocket. A few minutes before 
the appointed hour, he stations himself in 
the corridor of the Blank National Bank, 
well back from the main entrance, and the 
one always entered by Miss Harris and her 
victims. In one hand he invariably carries 
a number of mortgage papers and a few 
blank checks, to give the effect that he is 
occupied with business matters. 

At the appointed hour Miss Harris, ac- 
companied by her victim, enters the main 
lobby. Presently Miss Harris pauses to 
wipe her right eye with her handkerchief 
and to complain that evidently a small par- 
ticle of dirt has blown into it, which, how- 
ever, is not the case, but a signal to Mr. 
Foster to get his cap out. of sight and to 
walk briskly down the lobby so as to meet 
them before a certain settee. 

They meet according to well laid plans. 
Mr. Foster is bareheaded and evidently on 
his way to another department in his bank, 
papers in hand. He is greeted by Miss 
Harris, who in turn introduces the victim. 

“Be seated right here,” Mr. Foster re- 
quests, “and I'll be back in just a moment. 
I have an urgent matter to take up with 
our cashier. I'll be back in just a few 
minutes,” he reassures them as he disap- 
pears around a turn in the row of tellers’ 
cages. 


—— he returns, having tucked 
the papers away in his pocket and takes 
a seat beside the victim. Impressed by her 
surroundings and relying on the advice of 
the vice-president, as she believes, of that 
great bank, she draws her check for $18,- 


000 and invests it in the stock of the 
Anchor Shoe and Finding Company. 

This skin game has been repeated over 
and over, not always, of course, at the 
same bank, but worked on different victims 
in different banks. The general scheme 
was always the same. 

“Consult your banker,” is being used to- 
day by fakers, and banks should make it 
very plain that the difference between get- 
ting good advice and poor advice is in 
getting the advice from a banker and not 
from a faker posing as a banker. 


all 


Applying the Tests of Success 
in Granting Credit 


By ARTHUR ANDERSEN 


Elements of Business Analysis Are Coming to Be Applied More 
and More to Purpose of Commercial Loans. Bankers Go Beyond 


the Balance Sheet. 


ation, Adequate and Proper Financing and Good Management.’ 


ROBABLY the most single vital 

element in modern business and mod- 

ern life is that of credit. It is found 

in every filament and fibre of our 
present economic structure and influences 
both workman and millionaire. It permits 
the purchase of necessities on the deferred 
payment plan and it makes possible the 
formation and existence of our gigantic 
business enterprises. And each year sees the 
banks assuming a position of greater im- 
portance as media for distributing and con- 
trolling the flow of the billions of dollars 
of credit necessary in our everyday life. 

It is vital to know how these tremendous 
values are controlled and how loans may be 
given a greater element of security. In 
normal times, the chief factor of control 
lies in the care exercised in granting each 
individual loan. 

The chief dependence of the banker when 
making this investigation lies in a detailed 
study of submitted financial statements. The 
current balance sheet, in some detail, is the 
most important single item. In addition, 
there is sometimes required a profit and loss 
statement for the current year as well as a 
reconciliation of surplus and an analysis 
of capital. Supplementary information rel- 
ative to methods of current financing is 
almost always obtained, as well as data on 
directors and officers. 

The bankers chief source of dependable 
information is the audit. But, after all, 
a balance sheet and a profit and loss account 
merely record history, nothing else. They 
deal with the past. There is nothing there, 
except of a general character, that would 
give the banker any indication or prophecy 
as to what might happen in the future. So 
that has led to the development, within 
recent years, of a type of investigation that 
is known as the industrial and financial in- 
vestigation. These have been used by 
investment bankers preliminary to the issu- 
ance of securities, as revealing the probable 
inherent soundness of the business in the 
past and for the future. 


Covers Commercial Loans 


T= elements of business analysis are 
now coming more and more to be applied 
to the purpose of a commercial loan. This 
is especially true where mercantile paper 
is handled by a number of bankers, so that 
the total amount may be in the millions, 
or comparable to the sums involved in in- 
vestment financing. 


The object of these investigations is to 
show whether the business is likely to be 
successful since, in the long run, it is 
axiomatic that the only good connections 
are those that year by year can show a 
balance on the right side. 

No banker ever lends money with the 
idea that eventually he may have to run 
the business. If he doubts the ability of 
the management he stays out. If he believes 
in the qualities of the management he may 
go in deeper than the mere statements 
warrant. 

The question naturally arises as to just 
what may make a business a success or a 
failure. Under present industrial conditions 
the requirements of success may be broadly 
stated as: Correct economic situation; 
adequate and proper financing; and good 
management. 

All three factors are essential, for just 
as poor management will offset the favor- 
ing features of a properly financed business 
in a good industry, so inadequate financing 
or poor conditions for the industry as a 
whole will handicap good management to 
a possibly fatal extent. 

In the past there have been, and occasion- 
ally still are, instances of success due to 
patent monopoly, secret formulas, exploita- 
tion of national resources, or lucky chance of 
some sort. But now the elements of more 
intense competition, of high mechanical de- 
velopment, of broader markets, of mass 
production and distribution, of wider spread 
of business knowledge, have combined to 
standardize and stabilize the laws of in- 
dustry and to render vital the three elements 
above stated. 


Analysis of the Industry 


| the analysis of the economic situation 
must be considered such things as the 
classification of product—whether necessity 
or luxury; whether the industry is new and 
experimental ot whether old and well 
established, whether the industry is de- 
pendent upon some other industry; whether 
competition is severe and of a price-cutting 
nature; whether the business is local or 
national in scope; whether the industry is 
on an incline or decline; whether saturation 
of the market is imminent; etc. 

Each industry has its peculiarities. Usu- 
ally it is inferred that if the product is a 
necessity such as food, clothing, shelter or 
transportation, the business will have greater 
permanence and be more secure than if it 
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Success Requires Correct Economic Situ- 
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deals in a luxury. This is only generally 
true. Such luxury -industries as, tobacco, 
pianos, . phonographs, moving. pictures, 
candies, radio, etc., have successes which 
many of the “necessity” group do not.. And 
things which appear to be necessities today 
may be replaced tomorrow by some more 
improved method, as carriages have been 
replaced by automobiles, kerosene lamps by 
electricity. Likewise, the luxuries of yes- 
terday, silk stockings, for example, may be 
the stable necessities of today. 

So not only the type of product must be 
analyzed, but the trend of the industry as 
well. In a sound and established industry, 
there should usually be an upward trend, 
due to increasing population. There may be 
an upward or downward trend due to in- 
creased or decreased variety of uses, or 
to replacement of or by another product. 
Thus, gypsum is replacing lime for wail 
plaster; concrete is replacing brick and 
macadam for roads; electricity is replacing 
ice in refrigerators; Rayon is supplementing 
silk. 

In addition, the place of the particular 
business in the industry must be studied, 
whether it occupies a large or an insignifi- 
cant place, whether competition is too 
strong, or is not annoying. The general 
production and price influences of the in- 
dustry must be known in their effect on the 
business. The personnel of the company 
may even be analyzed as to their importance 
and influence on the industry. 

There are many factors to be considered 
in connection with the industry study, some 
of which may be vital, or all of which may 
mean nothing. Some industries today are 
cutting their own throats by competitive 
prices. Others, in which the fundamental 
conditions are the same, are prosperous be- 
cause some few men of real vision are in 
a dominant position in the industry. Some 
businesses are so isolated and local in char- 
acter that they are almost uninfluenced by 
the situation in the rest of the industry. 
So it requires judgment to arrive at the 
influencing factors in the business, and to 
analyze their probable effect. 


Financial Conditions and 
Management 


NALYSIS of the financial status must 
be made from both the static and the 
trend viewpoints. 
From the static analysis will be made 
deductions as to the adequacy of working 
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capital, the form of net worth, the relations 
between sales, investment, earnings, receiv- 
ables, inventories, notes payable, etc. From 
the trend viewpoint analysis will be made 
of increase or decrease in earnings, of 
future capital requirements, of ultimate cap- 
ital structure, of dividend policies, ete. 
This analysis is aided by the use of ratios, 
of which the most significant from a credit 
viewpoint are those advocated by the Robert 
Morris Associates. 

The study of management involves two 
viewpoints; first, the analysis of organiza- 
tion and personnel in the light of present 
and future requirements; and, second, the 
study of management policies as reflected in 
past action and the results from operations. 
If a management has shown unsatisfactory 
operating results because of lack of fore- 
sight or because of failure to follow correct 
policies under given external or internal 
conditions there is little reason to hope that 
the future will be more successful than the 
past, even if general conditions in the in- 
dustry are improved. Care must be taken 
to allocate past earnings which are the 
direct result of management control and 
those which have resulted from the favor- 
ing factors of patent or- manufacturing 
monopoly, or natural growth of the indus- 
try. Care must likewise be used in deter- 
mining changes in organization or personnel 
which may prevent comparison between the 
past and the future. 

The complete investigation includes sev- 
eral viewpoints and several classes of data. 
The most usual is that bearing upon finan- 
cial statements. 


Causes of Earnings 


INCE the ultimate purpose of every 
business is to produce earnings, it is 
natural that its financial statements are the 
most important and most informative of all 
the data which may be gathered concerning 


These statements, however, 
portray only results. _The causes—to be 
found in management, policies, economic 
status, etc—which have led to these re- 
sults, may sometimes be inferred but must 
be proved by some more searching form of 
investigation. 

If conditions in the present and future are 
to be identical with conditions in the past, 
then the financial results from operations 
may very well follow the same trend. But 
nowadays the conditions of industry are 
always changing, and management must 
be alert in effecting internal changes to 
meet the effect of the external, if satisfac- 
tory earnings and satisfactory financial posi- 
tion are to be retained. 

Study of the financial statements over a 
period of years, therefore, permits the draw- 
ing of certain deductions as to the charac- 
teristics of management. For example, a 
study of the dividend record in relation to 
total earnings is most revealing. When earn- 
ings are distributed through dividends they 
become diffused, just as do the earnings of 
an individual who fails to conserve his in- 
come. A large portion of them are spent 
and thus lose their productiveness. Retained 
in the business, they are conserved as pro- 
ductive assets resulting in increased and 
cheaper production. The tendency of busi- 
ness today as indicated by the increasing 
number of mergers and consolidations, is 
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toward larger business units. This increases 
competition and makes survival more and 
more difficult for the smaller business unit. 
The small business that does not conserve 
its earnings cannot hope to survive perman- 
ently in competition with the many financial 
advantages which larger business enjoys. 

The ratio of earnings retained in business 
to total earnings over a period of years 
is the greatest index of the general financial 
policy of an enterprise, as indicating a dis- 
sipating or a conservative management and 
the sincerity with which it seeks to main- 
tain a competitive position in the industry 
in the effort to insure a stable and relatively 
permanent_ existence. 

Similar analyses give data indicative of 
other policies, good or bad. The ratio of 
receivables to sales by years will indicate 
either a lax or a close collection policy 
and may often be tied into the credit policy, 
especially if supplemented by data on col- 
lection losses. The size and character of 
the inventories, in relation to sales and cost 
of sales, will always be significant. The 
extent of accounts and notes payable 
especially when analyzed by months, re- 
veals financial policy and control and the 
adequacy of working capital. 


Analyses of Operating 
Conditions 


W’HESE financial analyses alone will not 

tell the entire story of a business, even 
when most competently made. Thus it may 
be found that the inventory is large in pro- 
portion to normal requirements, but it is 
rarely that the balance sheet will show 
whether this unbalanced condition relates 
to the majority of the principal classifica- 
tions of the inventory or whether it is in- 
tensified through being restricted to one or 
two of the major classes of items. 

Similarly an inspection of the factory 
may show the use of machinery which is 
antiquated in respect to the status of com- 
petitors, or building, machinery and pro- 
cesses which are not well adapted to the 
work in hand. It may disclose that the 
equipment arrangement has not been made 
with proper consideration for the normal 
sequence of the manufacturing processes or 
that there is a lack of effective material 
or labor control. It may be found that the 
shop records are poor, leading to failure 
of effective follow-up on orders, or that 
material on hand and as ordered is not 
closely correlated with production require- 
ments. 

The design of the product may be found 
to be such as to make it unsatisfactory to 
the customer, or costly of manufacture. It 
may be found that parts are being manufac- 
tured which can be more cheaply purchased 
from some specialist in the line. 

The findings of such an investigation may 
be significant, but unless they can be an- 
alyzed in connection with the financial re- 
sults from operations, or in connection with 
the conduct of the business as a_ whole, 
they will tell only a small part of the story, 
since they are the effects of management 
rather than primary causes. 

An analysis which combines both the 
financial and the engineering viewpoints has 
far greater value than could be possessed 
by either if made independently. Here a 
high cost of sales portrayed in the profit 


and loss statement could possibly be traced 
down and the underlying causes of the low 
margin of gross profit determined definitely. 
The shop investigation, made in connection 
with the engineering survey, would throw 
light on many of the elements of plant in- 
vestment, inventories, patent investment, 
labor costs, material costs, burden distribu- 
tion, etc. 


Relation to General 
Conditions 


ET even this joint analysis would be 

faulty unless combined with a study of 
general business policies and external con- 
ditions. Thus any study of the business of 
a rubber tire manufacturer would be worth- 
less unless combined with a picture of the 
tire industry; and any forecast of possibili- 
ties would require a comprehensive study 
of the trends of the automobile industry. 
And the analysis of any industry over the 
past ten year period must be set side by 
side with the story of business and economic 
conditions as a whole in the same period. 
In other words, the mere history and results 
of a business alone is not complete unless 
compared with the general conditions in 
which this history has been made. Any 
business which showed normal profits in the 
year 1921 must contain some exceptional 
elements, while a business which did not 
show profits in 1923 must be given most 
careful scrutiny to determine the influencing 
factors for that showing. 

There are exceptions to general trends, 
and often the explanation is as simple as 
it is interesting. Thus one business showed 
higher profits and higher ratios of profit in 
1921 than ever before in its history. This 
was solely because large orders had been 
secured in 1920, which were produced under 
the low material and labor costs existent 
in 1921. This strikingly illustrated the spec- 
ulative nature of the business, due to the 
interval between order and delivery, but 
also illustrated the quality of the manage- 
ment in not accumulating large inventories 
in a period of probable deflation. 

Another business showed write-offs in 
1920 and 1921 great enough to absorb all 
of the profits of the preceding seven years’ 
operations. These losses were due to the 
accepting of all purchase commitments, to 
large actual inventory losses, and to pro- 
tecting all dealers against sales price decline 
on goods in stock. Part of this loss may be 
ascribed to a sense of business ethics of 
the very highest type; much of the balance, 
however, constituted a reflection on the man- 
agement in carrying large stocks and hav- 
ing large commitments at.a time when pru- 
dence and foresight demanded a policy of 
the strictest retrenchment. 

Analyses of this type are neither account- 
ing nor engineering; they are more a prob- 
ing into the very essence of business. In 
making investigations of this kind, analyses 
must be made of potential and possible mar- 
kets, of competition, of sales and service 
policies, all of which mean much to the suc- 
cess or non-success of a business, and which 
are the more or less intangible causes which 
lead to the tangible figures portrayed in fi- 
nancial statements. 

Fundamentally, the banker should be 
a better business man than the man- 

(Continued on page 853) 
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“Made in Germany’ on the 
American Plan 


By ROBERT CROZIER LONG 


Germany Turns to Idea of Standardized Production in Seeking 
Her Economic Regeneration. Rationalization Is the New Catch- 
word. Prejudice Against the American Method Is Being Over- 
come. Germany’s Automotive Industry Makes Scant Progress. 


YSTEMATIC _ standardization of 
industries on American—or partly 
American—lines is the latest phe- 
nomenon in Germany’s economic re- 
generation. It is in its infancy, but it has 
made considerable progress, and the prog- 
ress is reflected favorably in the foreign 
trade ‘statistics of late 1925 and early 1926. 
“Standardization” is not the term gener- 
ally used. This method, and the allied 
method of serial production, are treated by 
Germans as merely individual items in a 
much more comprehensive program called 
“Rationalization” By “Rationalization” is 
meant the reorganization of industry upon 
a more reasonable, better-planned, less hap- 
hazard system than at present prevails. It 
covers not only methods of production but 
also methods of finance and distribution. 
And it covers also industry’s labor and 
social side, because Germans realize that 
money-saving and profit-making, if intelli- 
gently pursued, should have as their aim— 
and indeed cannot be achieved without— 
improvement in the lot of all persons con- 
stituting the human industrial machine. 


The New Catchword 


6EQDATIONALIZATION” has become a 

catchword. From the book press 
almost daily appear essays and pamphlets; 
and the trade newspaper press keeps the 
subject alive. A particular impetus was 
supplied by a book, “Das Wirtschaftliche 
Amerika,” written on basis of personal study 
by a director of the Siemens-Schuckert 
Corporation, Dr. Karl Kottgen. One of the 
best German daily newspapers, the Frank- 
furter Zeitung, has offered prizes for ex- 
pert studies, and publishes the results week 
by week. In general the recommendations 
made follow the American principle, but 
they follow it with reserve. 

One prominent champion of “Rationaliza- 
tion,” Dr. Carl Friedrich von Siemens, has 
even issued a warning that “we must seek 
salvation not in copying American methods, 
but rather in adapting to our own system 
the American fructifying germ.” 

This reserve and caution are common to 
all industrial Europe. They lie in the past 
history of the standardization movement. 
Only after overcoming an erroneous but 
very plausible prejudice could Europe and 
Germany admit the merits of standardiza- 
tion at all. This prejudice was that Amer- 
ican standardization consisted primarily in 
mass-production, and that precision and 


Going America one better on quantity pro- 
duction. Berlin builds a concrete and com- 
position board house in 24 hours 


technical perfection were secondary. Unlike 
Europe, ran the theory, America lacks a 
class of hereditary skilled workmen; it suits 
her therefore to standardize and produce 
cheaply, and if the articles turned out are 
not too precisely measured and fitted, that 
is compensated for by the extreme cheap- 
ness, and is reasonable in a country where, 
owing to the rapid accumulation of capital, 
speedy scrapping and replacement is the 
order of the day. Europe later learned 
that standardization could not be success- 
fully pursued without minute precision and 
the best practical science attainable. The 
“hereditary skilled workmen” of Europe are 
therefore—apart from their extreme con- 
servatism—no obstacle to standardization, 
but rather a help to it. 

This view one finds expressed in various 
forms. Dr. Axel Engstrém, director of the 
Swedish Academy of Scientific and Indus- 
trial Research, lately wrote that “European 
manufacturers have been obliged to accept 
standardization because of the wun- 
expected result that standardized production 
could exhibit greater precision of work than 
traditional factory practice.” “Standardiza- 
tion,” says a South-German manufacturing 
association’s report, “attains economy not 
by economizing in the use of costly skill 
and precision, but by distributing this cost 
over the greatest possible number of ar- 
ticles of the same kind. American standard- 
ization makes good automobiles cheap. But 
it does this only because it first makes sci- 
ence and technical skill cheap.” 

As stated above, German Rationaliza- 
tion, a more comprehensive process than 
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mere standardization, includes everything 
connected with industry, including finance. 
Here comes in the first essential differ- 
ence between the new German and the 
older American systems. Germany in stan- 
dardizing begins where America to some 
extent stopped years before she started the 
now famous mass scale production. While 
American industrial mergers are restricted 
by law, thereby limiting the power to com- 
bine for the purpose of increasing the field 
of operation, German standardization in all 
cases begins with corporation fusions, trusts, 
cartels, syndicates, and interest-communi- 
ties.” It begins mostly with one of the 
first two forms, fusions or trusts, because 
looser forms of alliance have been found 
inadequate. Not only by legislation, but 
also by a special taxation program, and by 
programmatic declarations is the German 
government fostering industrial mergers, 
the aim of which is “Rationalization.” It 
has even gone farther, and in certain 
branches of industry, by means of “com- 
pulsory syndicates” (Zwangssyndikate) has 
enforced combination as a means of pre- 
venting waste. 

In industrial matters, Germany presents 
a curious combination of liberty and state 
tutelage. On the one hand, no German 
trust, however vast, can be interfered with 
merely on the ground that it constitutes 
a monopoly. On the other hand the state 
by means of direct credits, export credits, 
compulsion to combine, and other measures, 
goes much farther both in the domains of 
encouragement and injunction than would 
be tolerated in the United States. 

The present and preceding Ministers of 
Industry have both proclaimed standardiza- 
tion to be a public interest. Active in this 
sense is a state organ, the Federal Cura- 
torium for Economy, with which goes a 
state Industrial Research Board, to the 
funds of which not only the Federal treas- 
ury but also industry and trade contribute. 

The power claimed by the state to en- 
force fusion when wasteful competition is 
thereby prevented is being constantly in- 
voked, not always with success, by de- 
pressed industrial interests. 

This power existed before the war and 
was first used to bring into being the great 
potash syndicate, which, as revived after 
the war, actually closed down as inefficient 
153 out of 224 of the republic’s potash 
mines. When a year ago, certain coal- 
mining concerns refused to join the restored 
Ruhr syndicate, the Luther Cabinet, by 
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administrative decree, brought them in 
without their consent. 

The German cigarette industry is today 
undergoing a crisis, the result of the enor- 
mous increase in number of manufacturers, 
cutthroat competition and general waste. 
The leading manufacturers have therefore 
called on the government to combine all 
the hundreds of concerns in a compulsory 
syndicate which would eliminate the in- 
efficient factories and, in return, guarantee 
to the state an undiminished yield from 
excise tax. 

In all such cases of fusion the ultimate 
aim is standardization. 


Dawes Helps Movement 


HE American idea therefore grows in 

Germany in a soil nowise like America’s. 
The American germ, however, is not alone 
the product of Henry Ford or of any of 
the other great transatlantic industrial 
standardizers. It was another American, 
General Dawes, now the Vice-President, 
who provided the impulse for the German 
movement. The ultimate contents of the 
whole Dawes reparations system, its sine 
qua non, is the attainment by Germany of 
a very considerable export surplus; and 
this can be attained only by ruthless price- 
cutting and ruthless competition. With this 
aim all German official measures to. en- 
courage standardization are motived. With 
this aim, the Luther Cabinet in 1925 put 
through a “Minor Tariff,” which not only 
increased import duties all around, but also 
increased them particularly heavily upon 
those American products which have ben- 
efited most from standardized production 
methods, first of all automotive vehicles, 
including tractors, and then electrotechnical 
apparatus, typewriters, cash-registers, cal- 
culating-machines and other fine mechani- 
cal products in which mass production upon 
more or less standardized principles gives 
America an admitted advantage. 

The officially announced aim of these 
duties was “educative”; they were to be 
maintained at their new high level only 
until Germany, by adopting American mass- 
production methods, should be fully able to 
compete. 


Building Up Trade Balance 


ROTECTION Rationalization 

therefore go together. Rationalization, 
being in its infancy, has so far had little 
effect; but the preliminary “educative” pro- 
tection is already yielding fruits in the 
shape of rapid progress toward the wished- 
for active foreign trade balance. The im- 
provement in Germany’s foreign trade in 
manufactured articles since the beginning 
of the first stable-currency year has been 
extraordinary : 
Average Monthly Trade in Manufactured Goods 


Export 
Imports Exports Surplus 
In Thousands of Marks 


432,600 284,200 
19 167.100 555,200 388,100 
19 . 94,100 606,100 512,000 

Manufactured goods constitute the only 
group of products in which Germany can 
hope to attain a sufficiently heavy export 
surplus to cover her liabilities under the 
Dawes Plan. It is also only in these and 
in semi-finished products that Rationalization 
can be put into force. 


148,400 


The first attempt has inevitably been in 
the automobile industry. Of all branches, 
this is much the most promising. No well 
informed European doubts that Europe is 
now on the eve of the same rapid automo- 
tive expansion as was the marvel of Amer- 
ica’s economic development in the last fif- 
teen years. To doubt that nearly every 
European family will ultimately have its 
own automobile is as unreasonable as it 
wowd have been a hundred years ago to 
doubt that in the United States, as in 
Europe, railroad transportation would be- 
come universal. Judged by American 
standards, Europe is still practically, an 
automobileless country. In Germany in 1914 
there were only 84,862 motor-driven ve- 
hicles of all classes, and even today, after 
rapid development, there are only 425,826. 
There is at present—in spite of the high 
German prices—an estimated annual Ger- 
man demand for 160,000 cars. But were 
Germany able to get American cars at 
American prices, without the enormous 
burden of freight and import duties, there 
are sufficient well-to-do German citizens to 
raise the annual demand at once to at least 
half a million. 


Scant Progress So Far 


ERMANY sees clearly this develop- 

ment. But she can no more foresee 
America supplying Europe with the 40 
or 50 million cars which may be demanded 
in the next twenty years than she could 
imagine Europe drawing all its railroad 
material and rolling stock from the United 
States. This anomaly would become a fact 
were Europe, and Germany, to prove per- 
manently unable to compete. The German 
remedy is standardization and serial con- 
struction. 

Viewed today from this standpoint Ger- 
many’s automotive industries are almost a 
Gilbert and Sullivan comedy. In mid-1925, 
the whole republic’s output capacity in 
motor cars was as low as 60,000 a year. 
To produce this handful there were 80 
corporations or firms engaged in car con- 
struction proper, 70 engaged in manufac- 
ture of motorcycles and over 300 engaged 
in manufacturing automotive accessories. 

Last year the Berlin expert, Dr. A. E. 
Gavin, discovered that 300 types of cars 
were being turned out, so that the average 
firm’s output was little over one car a day. 

These figures show why in the German 
automotive industries fusions are a neces- 
sary condition of Rationalization. But this, 
and the provision of capital for laying down 
the entirely new plant which is in most 
cases required, are prolonged processes: 
Hence Dr. Luther’s “educative” import 
duties, which are a premium on temporary 
inefficiency, given in the hope of a later at- 
tainment of efficiency. 

“Foreign manufacturers, in particular 
those of the United States,” ran the pre- 
amble to Dr. Luther’s Minor Tariff, “have 
by means of highly developed mass produc- 
tion reduced prices to 60 per cent of the pre- 
war figure.” On foreign light cars (for 
practical purposes only on American cars), 
the tariff therefore imposed the enormous 
import duty of 250 marks per 200 metric 
pounds weight; on foreign motorcycles 
actually 350 marks per 200 pounds. These 
duties were made “degressive,” in that 


they are automatically reduced every half 
year in measure as German production cost, 
as result of standardization, declines. 

Already the duties have had some suc- 
cess. Whereas in 1925, during most of 
which the Minor Tariff was not in force, 
imports of cars averaged 6,000,000 marks 
a month, in the first quarter of 1926 they 
declined to under 2,000,000 marks; while 
exports rose from some 2,000,000 marks a 
month in 1925 to 3,000,000 marks in the 
first quarter of 1926. 

The mass production of cars on a big 
scale basis has, however, made little progress 
so far, owing to lack of capital, and to 
doubt induced by the general industrial stag- 
nation. Fifteen months ago there was a big 
boom—on paper—in automobile mass pro- 
duction. The most promising venture was 
the Aga Company, originally formed by 
Stinnes, which managed to turn out 500 
light cars per month, and had ambitious 
plans. This company collapsed owing to 
withdrawal of bank credit as result of the 
conflict between the Stinnes family and the 
great commercial banks. A number of 
small mergers followed. 


Instalment Buying Used 


S the buying market was uncertain, the 

question of financing sales on the in- 
stalment systems was taken in hand. Today 
four banks are specially engaged in this. At 
present, it is possible to buy cars for a 25 
per cent down payment in cash. 

Investigation, however, showed that it 
would be impossible to organize even mod- 
erately cheap serial production on basis of 
a smaller output of 35,000 to 40,000 cars a 
year; and there is no single German con- 
cern with the capital and plant for that. 

A further trouble was with automobile 
bodies. Hitherto these have been turned 
out according to individual taste by hun- 
dreds of small workshops, which operate 
inefficiently and wastefully. Lately a cor- 
poration, behind which is American capital, 
was founded to turn out pressed steel car 
bodies at the (for Germany) very high speed 
of 6000 per month. The plan to create an 
all-German standard car, or Einheits- 
automobile, has not yet materialized. Tech- 
nical and scientific experts, including Pro- 
fessors Becker and Schlesinger, who visited 
the United States, produced a complete plan 
for this, but it did not find favor with a 
sufficient number of manufacturers. 

Other plans are under way, one for the 
limitation of parts production to such firms 
as are well equipped for each part. But 
on the whole the results attained in the 
automotive branch have been disappointing ; 
and the field is still open to any American 
manufacturer, who with large capital and 
the best methods of manufacture should es- 
tablish himself in Germany not merely in 
order to assemble imported parts but to pro- 
duce all parts, in Germany, from German 
material, with German labor. 


In the Other Industries 


N other German mechanical industries, 
progress toward standardization is bet- 
ter insured. These mechanical industries 
are older and better capitalized and they do 
not start at a hopeless disadvantage com- 
pared with the United States. In the 
(Continued on page 863) 


The Real Security Back of the 


Bank Loan 


By JAMES E. CLARK 


The Moral Law and the Economic Law Go Along Together. 
How J. P. Morgan Directed the Attention of the World to Rec- 
ognition of their Harmony. The Underwriting aJBank Uncon- 
sciously Demands on its Loans. The “Soulless” Corporation. 


SOCIAL change is taking place 

in our country. There is an un- 

paralleled distribution of wealth. 

The working man has ascended to 
a new high level; he has new standards of 
living; he has new tactics in prosecuting 
his cause. Science, invention, the accumu- 
lated results of the advances in labor-saving 
machinery have broken down barriers. A 
new degree of freedom has been thrust upon 
everyone. The average man is in a new 
environment and he is subject to new im- 
pulses. The depths of the soul of the in- 
dividual are being stirred as never before. 
Sometimes the reaction is noble; often it is 
infamous. Is it any wonder that in this 
new environment the new freedom some- 
times goes to the head? 

And, not unrelated to this new freedom, 
there has been a great awakening in the 
last decade in regard to economic laws. 
People have learned that there are laws— 
not made by human legislators—that are 
eternal, and that these laws cannot be 
changed, nor thwarted or violated with 
impunity. We have had, for instance, re- 
peated demonstrations that economic law 
neither can be hastened nor long set aside 
by arbitrary laws with regard to money. 
No amount of legislative repetition of the 
phrase, “Be it enacted,” will cause printed 
paper money long to be accepted for any- 
thing but its real value. Always it tends 
quickly to fall to its natural level. 

We have learned, too, that, as a rule, 
we cannot inflict economic punishments on 
other peoples without the avenger also suf- 
fering with the culprit whom he punishes. 
If we make a nation furnish to us goods in 
the nature of a fine, we discover that we 
are taking away from our own workers 
the means of employment. 


World on Moral Foundations 


UT there is not yet a universal accept- 

ance of the fact that the world rests 
on moral foundations. So it comes about 
that we have what people are pleased to 
call the economic law and we have what is 
called the moral law. 

The economic law is a set of principles 
relating to the production and distribution 
of wealth borne of the world’s experience 
in production and distribution. 

There is a habit of saying that a proposal 
or an operation is economically sound if, 
in a sane and rational way, it supplies a 
human need with such a degree of efficiency 


“FT HE moral law and the 
economic law are al- 
ways in harmony because 
they are part of one eternal 
plan—both grow from the 
same stem—and there is no 
better exemplification of 
that fact than in the busi- 
ness of banking. In his 
daily routine the banker sees 
to it that the moral law is 
with him. Character is a 
factor in every loan. If the 
requisite character is not 
behind the loan he docs not 
want it. In the last analysis, 
that attitude means nothing 
less than the bank wants its 
loans underwritten by the 
moral law.” 


that the producer may make a profit and the 
buyer also may gain an advantage. 

We say a proposition or an operation is 
economically unsound if it is a scheme which 
would relieve the maker from eternal vigil- 
ance as to efficiency and which at the same 
time would compel others to purchase at 
prices not subject to the equalizing tendency 
of natural competition. 

By the moral law we mean—in Christian 
nations—that set of principles on which 
Christianity .rests, the observance of which 
will win for us both the approval of a 
normal community and the approval of 
that process of our own reason which is 
called Conscience. 


Tendency to Keep the Two 
Asunder 


TILL there is a tendency, even among 
economists, to keep the two laws asun- 
der—there is a feeling that the two can- 
not function in harmony excepting at an 
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unnecessary loss to business. But the two 
are always in harmony because they are 
but part of one eternal plan—both grow 
from the same stem—and there is no better 
exemplification of that fact than in your 
own business of banking. 

In his daily routine the banker sees to 
it that the moral law is with him. Char- 
acter is a factor in every loan. If the 
requisite character is not behind the loan 
he perhaps, does not want it. In the last 
analysis that attitude means nothing less 
than that the bank wants its loans under- 
written by the moral law. 

The late J. Pierpont Morgan forcibly di- 
rected the attention of the world to his 
recognition of the moral law when he told 
the Monetary Commission that he would 
rather loan some men money on their char- 
acter than he would others on collateral. 
You recall that he said: 

“I have known a man to come into my 
office and have given him a check for a 
million dollars when I knew he had not 
a cent in the world.” And to another man, 
who had abundant security but no character, 
he testified that he would not loan. 

Therefore, what Mr. Morgan meant—and 
what the banker means—is this: A loan 
that is given to a man of character is a 
loan that is under the protection of the 
moral law, and a loan that is not thus un- 
derwritten by the moral law, even though 
it may be secured by the. other customary 
requirements of banking, has a weakness 
in it. 


Evidence of Harmony 


OW if it is true that the moral law and 

the economic law are always in har- 
mony, there ought to be a lot of present-day 
evidence and of historical evidence in the 
proof of it, and there is. 

In that famous operation in corn which 
Joseph conducted in Egypt, the two went 
hand in hand and the story would have 
been different had it been but a one-sided 
economic proposition divorced from those 
finer impulses which grace the history. 

The very beginning of this nation of ours 
was as much a product of the moral law 
as it was of economic. Men clove to what 
they considered to be a right moral idea, 
and a new nation came into being. 

This new nation put into its foundation 
the idea that each man may turn his face 
to his God in the direction he likes best 
and at the time that he likes best, and lo! 
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behold the result! the most prosperous and 
strongest nation on the face of the earth. 
Our forefathers were not generous when 
they did that—they were only just—but, 
perhaps, they were wiser than they knew, 
they built better than they knew! In many 
other places in our early history we see 
evidences of the harmonious functioning of 
the two laws. We see it stand out most 
clearly in the moral courage of Washington 
during the Revolution, for I am not sure 
that the American Revolution would ever 
have been won had it not been for the 
sustaining moral strength of Washington. 
That sustained him and kept the army at 
Valley Forge when the economic system 
had broken down. 

We take pride in the wonderful natural 
resources of the United States, but let 
us not make the mistake of assuming that 
natural resources alone would have made 
us great. Russia, too, is great in domain, 
in natural resources, and in population, but 
Russia is trying to get along with an eco- 
nomic system which operates in defiance of 
both economic and moral law, and the re- 
sult is not Heaven, but chaos. 


The Moral Law and Foreign 
Debts 


HE moral law asserted itself in the 

negotiations for the settlement of the 
war debt. Sometimes people have been im- 
patient that there should be any discussion 
at all of the war debts. They say, “We 
loaned to other nations certain fixed, known, 
acknowledged amounts, let them pay!” 

But, here again, it was well to reckon 
with the moral law as well as with the 
economic law because, if we put out of 
our minds all consideration of humanity we 
would perhaps fail to do as good a stroke 
of business as if we recognized the prompt- 
ings of humanity. 

There are those who think that we can 
gain more prosperity by helping the peoples 
of Europe get upon their feet than we could 
by holding out for the last dollar, because 
if they are allowed a little latitude to re- 
sume and build up a new prosperity, they 
then will have additional power to purchase 
from us and thus add to our own pros- 
perity; but if they are bowed down and 
held down by their debts, they cannot be 
as good customers. This is an important 
consideration when we recall that how much 
or how little we sell in foreign countries is 
the thing that for some of us determines 
whether we have a good market or a poor 
price. 

Secretary Andrew Mellon said: 

“In negotiating the debt settlement with 
one of the smaller nations, it was shown 
that the minimum of existence in that coun- 
try, the scale at which the bulk of the 
peasants are now living, was $31 per man 
per year. This included no meat, one suit 
of clothes and one pair of sandals a year. 
Think what it would mean in the aggregate 
to us to have that country be able to in- 
crease the standard of living there so as 
to include meat once a week, a cotton shirt 
once a month and another pair of shoes, 
and to have the bulk of the goods bought 
in America! Look around the United 
States and note the improvement in general 
prosperity through the increase in our own 
capacity to buy. Without such increase the 
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automobile, the telephone, the electric light, 
the radio would be comparatively insig- 
nificant industries. As with Europe, so 
with the rest of the world. Improvement 
elsewhere means improvement with -us.” 


Corporations Without Souls 


OW, let us look a moment at things 
closer to home. There was a time 
when men were wont to tell each other 


~ that corporations were without conscience. 


They declared that when the machinery of 
a state brought into being a corporation it 
came into the world without a soul. 

Whatever the basis of the charge may 
have been at the time, the cry was popular. 
We hear that cry no more becattse so many 
corporations have done, and are doing every 
day, so many splendid things for the men 
and women who work for them. We know 
many great corporations not only have souls 
but have very big hearts. 

The reason for the better attitude on 
the part of corporations which were once 
as a class supposed to be all but incapable 
of caring for mankind is that corporations, 
employing high talent and high skill, have 
found the economic law and the moral law 
go along together and that they can make 
more money with less trouble by working 
in harmony with the moral law than they 
can by following the one and ignoring the 
other. 

There is a concern in Binghamton, N. Y., 
that employs 11,000 people, and because it 
is interested in its people and does for 
them things which might be called altruistic, 
this concern was able to get along smoothly 
when other companies in the same _ field 
had hard difficulty. Because it is interested 
in humanity, this corporation has been able 
to make its employee’s dollar worth $1.25 
in purchasing power, and also to pay divi- 
dends on its invested capital. 

A notable historical incident wherein the 
inseparable nature of the two laws is well 
illustrated was in the wreckage of the first 
cotton mill. 

One of the great wealth producing in- 
ventions of its age, and even of this age, 
was the spinning machine, the foundation 
of the cotton manufacturing industry. It 
opened up the wav to nroduce more and 
better cloth with less labor; but the hand 
weavers of the time could see it only as 
something that was going to deprive them 
of the means of livelihood, and so they 
wrecked the first factory and drove the in- 
ventor away. They did not know that the 
invention which they sought to destroy was 
something that would improve their con- 
dition and the condition of all mankind for 
ages to come. 

The “how” of that is plain enough and 
simple enough now, and the attitude of men 
and women, generally, toward labor-saving 
machinery has changed, for all have come 
to know that somehow every labor-saving 
machine sooner or later works around to 
the benefit of society as a whole and to 
us as individuals. 

Men do not wreck machines today but 
they do something just as uneconomic— 
they waste and wreck lives trying to beat 
the game. 

If the economic law and the moral law 
are not in harmony, how does that factor 
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which is known in commerce and in law 
as good-will get its great value? 

As a manufacturer makes and sells to 
the public, the fact that he makes a good 
article that always may be relied upon to 
be of unvarying standard; that by adhering 
to standards, he is putting morals as well 
as good material into the article, wins for 
him a compensation over and above the 
year’s profits. That compensation is good- 
will. 

There are many trade names such as 
Remington, Royal Baking Powder, Wool- 
worth, etc., which have a good-will value 
of millions of dollars. If factories and 
plants and books and records were burned 
up, and personnel were dispersed, the mere 
name that was left could be sold for mil- 
lions of dollars. 

Again it may be asked, “What has this 
to do with banking?” 

All of this has to do with banking be- 
cause when men and women are working in 
harmony with the fundamental laws of 
Creation, they are making progress for 
themselves and for those with whom they 
come in contact; they are adding more 
rapidly to the wealth of the towns in which 
they live and, as they increase the pros- 
perity of the towns, they add to banking 
prosperity. 

All of this also concerns banking because 
indifference to the moral law is costly in 
terms of money as well as in other terms. 
It has been estimated that the financial 
cost of crime in the United States is three 
billions a year. 

This diversion and misuse of wealth, this 
even greater loss of lives, is due to the fact 
that, consciously or unconsciously, men and 
women are denying the moral law. 

They remind me of the dancing mice that 
we sometimes see in the zoo. The dancing 
mouse has but one hemisphere in its brain, 
in consequence of which, when it tries to 
walk it goes round in little circles. Every 
bank in the land has a customer who sim- 
ilarly has gone round in circles because 
he thought he did not need this other 
balancing consideration of life that I am 
talking about. 


The Voice of Business 


ee are concerned with waste, 
for it means loss that might be con- 
verted into profit. If lands are idle, if 
industries are slowed down, it means com- 
munity loss as well as individual loss; but 
there is no waste comparable to the waste 
of human energy, and all effort at the ac- 
cumulation of money or the rendition of 
service is pretty sure to be misdirected if 
the moral side is submerged. 

What can the banker do about it? 

The voice of business, be it ever so low 
and mild, is always heard. 

One of the most eloquent temperance 
lectures ever delivered was when a rail- 
road company said to its employees: 

“Drink if you want to—that is your 
privilege—but if you drink you cannot work 
for this railroad.” 

The railroad was not promoting morals 
particularly. It was seeking economic effi- 
ciency, but observe that it could not get 
the one without the other. Business ef- 


(Continued on page 860) 


~ 
on 


The Invisible Billion Dollars in 


Our Trade Balance 


By CHARLES F. SPEARE 


American Tourists Spent $660,000,000 Abroad Last Year While 
Immigrant Remittances Amounted to $350,000,000. 


We 


Turned Back More to European Countries and Canada in These 


AD the English general strike 

continued for another week it 

would have started currents of 

foreign trade that might have 
flowed strong for some time and deeply af- 
fected international balances. Even in the 
middle of the second week of it, the trade 
reviews were reporting engagements of West 
Virginia coal for England and orders for 
iron and steel from some of England’s regu- 
lar customers. On the opposite side of the 
account was a reduction in shipments of 
cotton and grain. 

There had been months of preparation 
for the struggle and enormous stores of 
foodstuffs had been accumulated from our 
surplus supplies and this had enlarged the 
normal shipments from this side of the At- 
lantic to the other. 

We certainly wish no gain from the 
troubles of our friends and have made none 
in this instance. Whether we will eventual- 
ly realize a loss one cannot, for the pres- 
ent, estimate. There may be a reduction in 
the purchasing power of the English people 
for some months as the daily cost of a 
complete stoppage of work of a nation runs 
far ahead of the cost of modern war and 
the momentum of such a strike does not 
check easily. Normally we sell to the 
United Kingdom about two and a half times 
the value of the commodities and goods pur- 
chased there, the figures for 1925 being 
$1,031,877,000 and $412,316,000. Probably 
a 5 per cent shrinkage in our exports would 
express the maximum extent of strike ef- 
fect. 


A Real Awakening 


T IS not, however, in the direct conse- 

quences to exports that we will ultimately 
realize what the strike has done for Eng- 
land in awakening her manufacturers as 
well as her trades unions to the necessity of 
different methods and changed attitudes if 
they are to hold their position in the world 
of commerce and successfully compete with 
other nations for the world’s business. Such 
an awkening, I believe, will be the great com- 
pensation that England will receive from 
ten days of terrible struggle and cost and 
out of it will come a competition which 
must affect our ability to sell abroad cer- 
tain of our manufactured products. 

There is no large country today where 
economic waste approaches that in England, 
and therefore where so much opportunity 
exists for taking up the slack in production 


Forms Than Net Sum of Their Borrowing. Invisible Trade Items. 


costs by introducing new machinery and es- 
tablishing a new spirit of cooperation with 
labor on the basis of a higher wage or 
through some phase of profit sharing. A 
national strike, cruel as it was, may have 
been necessary to bring about national eco- 
nomic salvation. 

During the past four months the value 
of our merchandise imports has been ‘ex- 
ceeding that of merchandise exports,—the 
total adverse balance having been $135,000,- 
000 and it is the belief of Secretary of Com- 
merce Hoover that the fiscal year will show 
only a small export credit. For ten months, 
this had shrunk to $250,000,000 from about 
$1,000,000,000 in the same period of 1925 
and the consequences of the English strike 
are likely to show in reduced purchasing 
power and unwillingness to buy except what 
is immediately required. 

We shall probably not take in so much 
rubber as in past months, during which time 
the value of it coming to our ports was 
$360,000,000; but even so our out-bound 
trade value is decreasing because of the 
lower prices and smaller shipments of grain 
and cotton. 


The Invisible Trade Balance 


HIS raises the question as to which is 

the more important of the two items in 
our international balances, the “visible”, ex- 
pressed by merchandise and metal exports 
and imports or the “invisible”, which cata- 
logues a long list of receipts and disburse- 
ments including payments on capital loaned 
abroad, tourist remittances, and those of 
aliens, freight charges paid to foreign ships, 
new foreign investments, missionary and 
charitable contributions abroad, royalties on 
moving picture films and maturing foreign 
loans. 

With the constant growth of American 
investments abroad, the item of interest paid 
by borrowers in Europe, South and Central 
America and Japan to American investors 
is now well above $500,000,000 annually. 
This is an average of 5 per cent on a capital 
sum of approximately $10,000,000,000. This 
capital has been increasing at the rate of 
over $1,000,000,000 a year since 1922. The 
annual increase has, however, begun to 
dwindle for the governments of Europe 
have practically ceased borrowing here 
either because they have covered their re- 
quirements or can negotiate better terms in 
Holland or Switzerland while the flood of 
industrial and municipal loans from Ger- 
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many, which featured the international loan 
market last year and during the early 
months of 1926 is receding as discounts 
have declined in Germany and domestic 
rates have more nearly approached a parity 
with our own. The government bankers do 
not wish to expand their dollar credits 
through external loans. At the same time 
Europe is buying back more and more of 
her dollar bonds and so reducing her in- 
terest item. 

Altogether it seems probable that the “in- 
visible” item of interest payments may re- 
main stationary during the next year. 


What Our Tourists Spend 


F one were to pair off one item against 

another in the international balance sheet 
it would be most logical to parallel the 
$500,000,000 interest charge on foreign loans 
with the expenditures made by Americans 
in their yearly search for health and recrea- 
tion in all parts of the world. 

This is the most colorful of all of the 
items in the accounting between nations and 
it reflects the ability and disposition of the 
people of the United States to spend from 
what they have saved or from their incomes. 

Some twenty years ago when a trip 
abroad was an event of no little importance, 
I collected the available statistics of tourists 
remittances and for the first time brought 
together the figures of remittances by aliens. 
Put together the two items did not exceed 
$450,000,000. Then the volume of drafts 
and currency sent home by foreigners in 
this country. was about double the sum r¢p- 
resenting the cost of our people of visit- 
ing in Europe. 

Today it is estimated by the Department 
of Commerce that American tourists in Eu- 
rope, Canada and elsewhere spent $660,- 
000,000 in 1925 while immigrants’ remit- 
tances were $350,000,000. If we subtract 
from the first item $100,000,000, represent- 
ing the amount which foreigners spend in 
the United States, and from the second 
item, $40,000,000 which is the sum believed 
to be brought in by new arrivals, we still 
have $870,000,000, as last year’s net pay- 
ment abroad on these two accounts. 

It is rather interesting to note that the 
gross total of tourist expenditures and alien 
remittances last year about approximated 
the borrowings in the United States of all 
foreign governments, municipalities and 
corporations. The net borrowing by Eu- 
rope and Canada alone, after deducting re- 
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funding operations, was just short of $750,- 
000,000. 

In other words we turned back into the 
countries of Europe and into the Dominion 
$120,000,000 more than the net sum of their 
borrowings. 


The War-Time Interruption 


URING the years 1915-1918 there was 

practically no travel across the Atlan- 
tic save for the business of war. And be- 
cause of living and transportation condi- 
tions in Europe in 1919 the flow of pleasure 
seekers was small. In that year tourist re- 
mittances amounted to only $50,000,000. In 
1913 they had been five or six times as 
large. By 1920 they were up to $200,000,- 
000, in 1923 they jumped to $400,000,000 
and last year were $560,000,000. 

With the quick settlement of the British 
strike little cancellation of ocean passage 
has occurred so it is likely that the 525,000 
Americans who have actually or tentatively 
booked passage for Europe this spring and 
summer will carry out their plans. Conse- 
quently, at the progressive rate of increase 
of the last two years, the expenditures will 
be above $600,000,000. Of this total, nearly 
one-third represents the cost to Americans 
of their journeys across the border into 
Quebec and Ontario, the Canadian provinces 
to which so many automobile parties have 
been attracted in the last few years. I can- 
not fully credit the figures that are given 
in the Department of Commerce report but, 
as they are set down as coming from local 
official and semi-official sources, they are 


Governor 


T the recent annual convention of the 
Kansas Bankers Association, Governor 
Ben S. Paulen, who is also the president 
of a bank, was one of the speakers. He 
had then just recently returned from the 
spring meeting of the Executive Council of 
the American Bankers Association at Pine- 
hurst, and, at the request of the State Asso- 
ciation, gave his impressions of this meeting. 
“Tt was the most delightful three days 
I ever spent in my life—not only from a 
pleasurable standpoint, but from the fact 
that I received there impressions and data 
which will go with me as a banker through 
life,” he said. 

“T was very much impressed indeed by 
the meetings of the Executive Council, pre- 
sided over by Oscar Wells. He was a most 
delightful chairman of the meeting. The 
committees all arrived on time and worked 
steadily until we adjourned—and after that 
we played. We put in three and a half or 
four hours every morning. All the com- 
mittees worked hard on the subjects set 
down in the program. 


66 WISH every banker in this state could 

have the pleasure of attending at least 
one of those meetings. I say to you, 
frankly, that I never realized the impor- 
tance of a membership in the American 


entitled to due consideration. In sum they 
indicate that approximately 2,000,000 auto- 
mobiles, carrying 5,000,000 persons, entered 
Canada last year from the United States to 
which total must be added that large num- 
ber who reached the provinces by rail and 
water. This summer hegira exceeds that of 
the winter travel to Florida. It required nearly 
two hundred million American dollars to 
cover the cost of this colossal excursion to 
Canada. 

It is evident that some Americans must 
make more than one trip a year to Canada 
as it is not reasonable to suppose that near- 
ly 6 per cent of all men, women and chil- 
dren in the United States went over the 
border during the short vacation season of 
1925. Coming southward were 400,000 
Canadians who are believed to have spent 
in this country $27,000,000, or about $65 per 
capita compared with $29 per capita by 
Americans in Canada. (As a partial ex- 
planation of this movement, it is pointed out 
that a great many Canadians cross the bor- 
der daily at Detroit and other cities to 
work in American factories, returning at 
the end of the day’s toil.) 

Then there were Englishmen, Frenchmen, 
Germans, Italians, Scandinavians as well 
as thousands of others from Argentina, 
Brazil, Chile, Cuba, and Mexico who came 
here last year on business or pleasure bent 
and who left approximately $75,000,000 
with our hotels, railroads and shops. In sum, 
therefore, we took in $100,000,000 from 
foreign tourists but our nationals spent 
$660,000,000 abroad. 


Uv WOULD not be much out of the way 
to estimate the payments to Europe in 
the past twenty years, for the account of 
pleasure seeking Americans, at $3,700,000,- 
000 and the remittances by aliens in America 
for the easement of life of their relatives 
and friends in Italy, Russia, the countries of 
central Europe and of northern Europe as 
well as the British Isles, at $3,250,000,000 
additional. 

Other items in the invisible account are 
charitable and missionary expenditures, 
which mount up to $50,000,000 a year and 
were 50 per cent larger when we were send- 
ing freely to the relief agencies abroad di- 
rectly after the war. There is the new and 
growing item of royalties on motion pic- 
tures. This has steadily increased until to- 
day Europe, Latin-America, Canada, Asia 
and the rest of the world are paying tribute 
to our motion picture industry to the ex- 
ten of $75,000,000 annually compared with 
$40,000,000 in 1921 and $50,000,000 in 1922. 
This yearly gain is slowing up and is ex- 
pected to become a fairly constant amount 
within a year or two as the world market 
approaches saturation. 

Here, then, are the outstanding features 
of that portion of the world’s business in 
which America plays the largest part, buy- 
ing and selling, spending and investing, tak- 
ing the toll of the foreign borrower who, 
in turn, takes the equivalent toll of the 
American tourist; so that in the end the 
net difference between the varied visible and 
invisible items is small when the aggregate 
size of debits and credits are given consid- 
eration. 


Paulen’s Impressions of the 


Spring Meeting 


Bankers Association so much before. 
“The bank with which I am associated 
has been a member of it a good many years, 
and I have often thought that perhaps we 
were throwing away $15, $20, or $25, what- 
ever our fees happened to be, but I am sure 
if you would go with me to one of those 
meetings you would come back home positive 
of the fact that it is the cheapest money 
which you can invest. I am sure that the 
American Bankers Association is doing 
more for the bankers of America than could 
be accomplished through any other source. 
“T am glad that the membership of Kan- 
sas banks has been increased since that 
meeting. I understand we have secured at 
least nine more members. If this member- 
ship is maintained it would enable the state 
of Kansas to have one more member on 
the Council at the next meeting of the 
American Bankers Association. It does not 
seem possible to me now, since that visit to 
Pinehurst, that any bank in the state of 
Kansas would deprive itself of the privi- 
leges of belonging to the American Bank- 
ers Association. If I can do anything or 
say anything here that will cause you to 
become a member, if you are not already 
one, then I will feel that my visit here to- 
day has been one of some value at least to 
some one. I want to urge upon every banker 


in the state of Kansas the necessity and 
the importance of affiliating with the 
American Bankers Association. 

“T am sure the small sum paid in dues 
will be more than repaid you for the benefit 
you receive from it. Why, my friends, it 
is worth the trip to hear our general counsel, 
Thomas B. Paton, talk. He gave us some 
information that was of immense value to 
all of us. Through the agency of the AMERI- 
CAN BANKERS ASSOCIATION JOURNAL we get 
more valuable information than the cost of 
membership. Indeed, the cost of member- 
ship is trifling compared to the benefits, 
value, satisfaction and solidarity we receive.” 


New Coins Minted 


PECIAL coins to commemorate the 

Sesqui-Centennial exposition were struck 
off by the United States mints during the 
month of May. The Philadelphia Mint 
coined 16,022 quarter eagle gold pieces that 
have a face value of $2.50 each but which 
are to be sold at a premium. 

More than a half-million of the Coolidge 
half-dollars were minted. The profile of 
President Coolidge appears on this coin. He 
is the first living President to have his 
likeness impressed on a United States coin. 
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Back Seat Driving 


By J. A. ORMOND 


Cashier, Citizens State Bank, Marianna, Florida 


A Country Banker Suggests an Invention to Permit Running the 
Banking Machine From the Rear Seat of the Hansom Car. That 
Marvel of Marvels, the Democratic Car, Is a Preventive of the 
One-Man Bank With Control in the Hands of Seven Passengers. 


VER since I began riding in auto- 
mobiles, which is not so long as you 
might think, being a_ hick-town 
country banker, I have been won- 

dering why it is that the occupants of the 
rear seat enjoy so much better view of the 
road than does the driver. 

Just get into any old car with any old 
crowd and any old driver, whether yourself 
or any one else, and start her going. It 
matters not whether the course lies through 
the traffic infested city street or follows 
the cool country lane; if the road is a rib- 
bon of velvet or pitted with pot holes in 
paving, sand or mud; the experiment in- 
variably proves the proposition. 

If twice in every car length the chauffeur 
shoves in the brake, his action is anticipated 
by every occupant of the car, the floor 
boards receiving the united pressure of as 
many pair of feet applied to imaginary 
pedals. If the open high road invites a 
spurt of speed and the old hack is doing 
sixty or so, somebody on the back seat 
yells, “Step on her; give ’er the gas.” 

But let an obstacle appear and who sees 
it first, the ever alert driver? Nay, verily, 
but he who sits in the tonneau and turns 
an imaginary wheel sharply to the left while 
the car swerves to the right, perilously 
missing both the cow and the ditch as the 
ancient mariner negotiated the narrow pas- 
sage betwixt Scylla and Charybdis. 


A Puzzling Phenomenon 


HAVE wondered often and much over 

this puzzling modern miracle seeking an 
explanation first in some mechanical eccen- 
tricity, then in an optical phenomenon, 
whereby through some occult operation of 
the ocular organ an object increases in 
visibility in direct ratio to its remoteness. 

Being neither a mechanician nor a scien- 
tist, I have been handicapped somewhat in 
my search for the cause, but being withal 
a practical and resourceful man I have con- 
tented myself to become concerned chiefly 
with the result and to employ my best in- 
genuity toward the invention of a remedy. 

Moreover, I am not given to witless 
criticism of things as;}they are but am an 
incorrigible optimist who operates upon the 
formula: 


“For every evil under the sun, there is a remedy 
or there is none; 
If there is one, try and find it; if there is none, 


” 


then never mind it. 

Neither am I one of those selfish guys 
who make their fortunes by patenting ideas 
embodying betterments that would long 
since have been adopted into general use 
and brought untold happiness to the human 


The Hansom Car with its 


steering arrangement 


nove 


race only for the fact that no one had 
thought of them before. 

My own impulse is to pass along as 
promptly as possible the suggestion that 
may make for the maximum of pleasure 
with a minimum of effort for the benefit 
of a pleasure loving and effort hating world. 
That’s me. So, personal profit aside, I am 
going to give to a gaping and grateful 
populace of readers a pair of pictures that 
are going to make somebody rich and every- 
body happy. 


Recall the Hansom Cab 


IRST off, I am going to recall the han- 

som cab of a century or so ago. Not 
that I am asking anybody to remember 
having seen one, but all of us will recall 
having seen prints of them in David Copper- 
field and other Dickens books; those funny, 
high-wheeled carts where the pair of high 
hatted, polk bonnetted, bestockinged and 
pantaletted passengers rode in state within 
while the driver sat without and at the rear, 
manipulating his mare with lines that passed 
over the top of the cab and down to the 
head of the horse. 

Get the idea? Of course you do. Now 
why hadn’t you thought of it before? Oh, 
I know there will be objections, and one 
of the first and worst will be that of looks. 
But we can become used to anything that 
proves its usefulness, and if the driver can 
in fact see better seated at the rear, then 
to the rear he must go. 

-As a matter of fact, the hansom cab was 
not so named from its beauty anyway, but 
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because a man named Hansom was the in- 
ventor. But mind you, I do not even crave 
to have my name associated with the hansom 
car that is to be built shortly. That honor 
goes to the first manufacturer who inter- 
prets my idea into a magnificent, moving 
reality. That’s just how liberal I am. I 
don’t even ask for a block of stock or a 
monogrammed model of the car. I'll just 
stick to the old style a while yet. Anyway, 
personally I ‘prefer it. 

I can no more guarantee the popularity 
than the pulchritude of this proposed auto- 
mobile that is to be built with the chauffeur 
and his steering and stopping apparatus 
placed above and to the rear of the passen- 
gers. Pride of invention does not blind me 
to its shortcomings and even its faults. 
Perhaps its point of greatest vulnerability 
is the fact that the harm that constantly 
lurks beside the path of the motorist would 
confront the passengers before the crew. 
Indeed, the driver would be in excellent 
position to jump at first sight of danger, 
leaving the car and the crowd to shift for 
themselves. Fear “doth make cowards of 
us all,” and self preservation would prompt 
him to abandon the car and the contents, 
especially if he happened to be a hireling 
with no pecuniary interest in the machine, 
as is generally the case with rear seat 
drivers. 

So I do not urge the adoption of a vehicle 
under a management that is out of danger 
of consequences and who becomes an ab- 
sentee just at the time when everybody is 
looking around for someone upon whom to 
lay the blame for the bad jolt or for the 
teetotal wreck that is almost certain to 
eventuate under a long distance driving 
system. 


The Democratic Car 


UT I have my favorite blueprint yet 

to produce, my one best bet to make. 
And that is the car that is going to get ’em 
going and coming, right and left, unani- 
mously and hilariously. It is the democratic 
car, so named not because of its past or 
prospective successes nor the popular ac- 
claim by which it will be received, but be- 
cause it is to be a car in the running of 
which everybody is to have a hand. 

The plans and specifications of this model 
are so simple that the only wonder is that, 
of all the simple automobile mechanics and 
manufacturers, no one has hit upon the idea 
before. But there is a peculiar and pleasing 
appropriateness in the fact that the dis- 
covery remained to be made by a simple 
country banker, because banking, as every- 
body knows, is the simplest business there is. 
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FROZEN LOANS 


The Democratic Car—every rider has a steering wheel and 


Perhaps it may appear before the conclusion 
of this article that the simple experiences 
of the writer led to this wonderful dis- 
covery. 

Democracy being the dominant note in 
this great new model, there will be no at- 
tempt. made to restrict its adoption. All are 
invited to adapt the idea in the manufacture 
and equipment of their own machines, with 
the Lincolnian assurance that “those who 
like this kind of a car, this is the kind of 
a car they will like.” No royalties, bonuses 
or profits are asked or expected from its 
manufacture, sale or use. 


Details of New Wonder 


FOLLOWING aare the details: Merely 
provide a steering wheel and set of brakes 
for every occupant of the car! 

The idea is at once so simple and prac- 
tical that it challenges the admiration of 
every idealist seeking opportunity to exploit 
his theories. With one swift, bold stroke 
the sum total of all ideas of automobile 
operation are combined into one wonderful, 
workable whole. 

As may readily be seen, the entire equip- 
ment should cost practically nothing and 
all present owners may readily try out the 
experiment. A visit, to the nearest car 
boneyard armed with wrench and pliers 
should yield abundant parts and accessories 
at exactly no cost at all, and a few minutes 
work with brace and bit inside, then reclin- 
ing pleasantly prone upon the ground be- 
neath the car attaching rods and plates. to 
the proper parts, and there you are! 

An automobile thus equipped with five or 
seven steering wheels and as many pairs of 
brakes should lose nothing in appearance 
and gain everything in desirability. Merely 
imagine the joy of knowing, as an occupant 
of the rear seat, that you have exactly the 
same control over the car that the chauffeur 
has and you get the feeling of rights long 
withheld but now attained that you will 
never surrender, never. 


Democratizing the Industry 


HAT means that you will never again 
willingly ride in a car not thus equipped, 
and when this demand becomes universal, 
then, and only then, shall we democratize 
the automotive industry. Also, then it will 
‘ be necessary for somebody to undertake to 
make the world safe for this new democ- 
racy. Whether its operation ever becomes 
safe for the world remains to be seen. 
As suggested with reference to the hansom 
car, I shall not be “the first by whom the 
new is tried,” even at the risk of being the 


last to lay the old aside. Not that I have 
any possible objection to having my car 
fitted out with the essentials for guiding and 
stopping for the use of all the five passen- 
gers. 

In fact, such equipment cannot but give 
grateful relief to jaded nerves and prove 
a boon to him of fearful mind, not to men- 
tion the division of responsibility and of 
authority so desirable in the management 
of a machine in which all who ride have 
equal rights. But while I am charged with 
the sole responsibility of successfully ma- 
neuvering a set of smooth treads over a 
slick hill on a rainy day, I don’t want any- 
body applying the brakes or cutting the 
wheels for me. 

So, I prefer all brakes and steering wheels 
except my own detached from the running 
gear. 


Riding the Fastest Hobby 


UT some will already have said that, 

while the foregoing suggestions may be 
most excellent ones for discussion in Popular 
Mechanics or in the automobile supplement 
to the Sunday paper, they have no place in 
a banking magazine. Wrong the first guess, 
for this is but the mechanical. adaptation of 
two of the most popular banking fallacies 
of the day: 

The fastest hobby ever ridden by the 
theorists on country banking is the evil of 
the one-man bank and, running cheek by 
jowl with it, is that other perennially pop- 
ular one, the infallibility of the bank exam- 
iner. These illusions, in reverse order, are 
brought out for inspection under the kindly 
camouflage of the automobile show as the 
hansom car and the democratic car. 

In the hansom car, we find the motive 
power being manipulated from a distance 
above and, to the rear of, the occupants 
who are most at interest. Without a dollar 
of financial responsibility and recognizing 
no legal or moral liability for the conse- 
quences of his acts and orders, the con- 
scientious examiner passes sentence upon 
every asset of the bank and, with the line 
that he gets upon the situation on his semi- 
annual visit, he directs the destiny of the 
bank through his reports and criticisms. 

Back seat driving! Sitting at the wheel 
of authority, actual and assumed, beyond 
the reach and vision of the owners and oc- 
cupants of the car and undisturbed by their 
warnings, he follows his roal map instead 
of the ruts and dashes headlong into every 
danger, known and _ unknown, including 
forced commodity marketing and foolish 
lawsuits , before still more foolish courts. 
When the car is hopelessly mired or ditched 
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a set of brakes 


he orders it scrapped, though as often as 
not it is entitled to be towed in by the 
wrecking crew or, better still, would. be able 
to pull out on its own power if favored 
with a tank of gas and a few pints of lubri- 
cating oil. 

He admits his own infallibility and fore- 
knowledge. But his foresight is not in the 
class with his hind sight. From his high 
perch he can easily see the road all the way 
back. Every stump and every chuck hole 
is a fresh provocation for a lecture on how 
the car ought to have been run in order to 
have avoided them. The fact that he has 
been the invisible chauffeur who chose the 
course fades from his facile memory, and 
he returns to the service station that gives 
him employment with a salacious story of 
the worthlessness of the machine and the 
inability of the owners to keep it in the 
road. 

Naturally, not all hired drivers from the 
official garage in the capital city who occupy 
the hansom car’s high rear seat drive with 
the high hand and the haughty eye that may 
have been indicated. By the same token, 
not all country cars would go in the ditch 
or burn out their bearings if driven by their 
owners, even with their amateur mechanical 
knowledge and without the beneficent in- 
structions of the ubiquitous and omniscient 
examiner. 

Most examiners begin examining with a 
practical knowledge of machinery that readi- 
ly enables them to differentiate between a 
screw driver and a monkey wrench, still 
speaking in mechanical terms. Also, most 
examiners finally become bankers—and usu- 
ally good ones at that—and they usually go 
to the city to begin, having learned enough 
from contact with country bankers to enable 
them to cope and compete with the best of 
the urban clan. The country banker may 
not know so much but he knows fewer 
things that aren’t so. Also, the fact that 
his bank is yet open proves him to be a 
more resourceful banker than most city 
bankers are ever required to be. 


One-Man Bank Preventive 


TH democratic car is the preventive of 
the one-man bank prescribed in terms 
of automobile talk. 

It is exactly as practicable to place the 
control of your car in the hands of seven 
passengers, who persist in putting on their 
brakes ad libitum and cutting their wheels 
on caprice, as it is to maintain a pure de- 
mocracy among the directorate of a country 
bank. Somebody has to steer a straight 
course or a circuitous one as the exigencies 

(Concluded on page 853) 
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The Part Played by Organized 


Banking in Financial History 


By OSCAR WELLS 


President, American Bankers Association 


First Major Effort Was for Resumption of Specie Payment. 
Fought for Sound Money and Shaped the Principles Underlying 
Federal Reserve Act. How the Banker is Helping the Farmer. 
Economic Influence Will Help Nation Solve Its Problems. 


HE American Bankers Association, 

organized in 1875, was formed in 

the midst of very trying times for 

bankers because of the whole mis- 
erable experience of the Treasury Depart- 
ment of our government in its effort to 
bring about the resumption of specie pay- 
ments and thus reestablish public confidence 
in the nation’s credit. 

I can well imagine that the first impor- 
tant service which this Association was able 
to perform was to exert an influence in 
favor of the accomplishment of this act, for 
it is recorded that at the convention in 
1879, after the specie payments had been 
resumed, the Hon. John Jay Knox, at that 
time Comptroller of the Currency, related 
how cordial and earnest the banks were in 
the advocacy of the government’s plans. 
That may even have been one of the main 
purposes of the formation of the Associa- 
tion. An earlier historian tells us that all 
other subjects at the first convention held 
at Saratoga Springs were overshadowed by 
this one outstanding national economic 
problem. Without dwelling too long on 
any one period, it would be interesting to 
trace the development of our economic life 
during the fifty years of our existence. 


Sound Money Fight 


T is altogether probable that no outstand- 

ing topic of national interest engaged 
the attention of the bankers after confidence 
had been restored in the nation’s currency 
by the resumption of specie payments until 
about 1883, when there crept into the delib- 
erations of the annual conventions a tenta- 
tive concern about the free silver question. 
It was not, however, until the panic of 1893 
that any definite steps were taken for sup- 
porting the gold standard idea. It may be 
interesting to know that the convention of 
that year was held at Chicago in October, 
having been postponed from August because 
of the depression, and that it was held in 
the stress of very serious conditions. 

The following year the convention adopted 
a strong resolution advocating what be- 
came known as the Baltimore plan, the con- 
vention having been held in that city. Less 
than 1600 members were in good standing 
that year, having paid their dues to the 
treasury of the Association. By the time 
the Association had reached its twenty-fifth 
anniversary the country had gone through 
the throes of the political discussions con- 


n bankers held 
divergent views as to the 
wisdom of certain features 
contained in the Federal 
Reserve Act while it was 
being considered in Con- 
gress has led some to assert 
that organized banking was 
opposed to the legislation. 
In this article, Mr. Wells 
refutes this contention. He 
points out that no single 
agency contributed so suc- 
cessfully to the literature on 
the subject of currency re- 
form as did the American 
Bankers Association and 
none was in more hearty 
accord with the underlying 
principles of the legislation. 


66 fact that Ameri- 


cerning the gold standard, and the point of 
view of the bankers had been sustained. 


The Last Half of the Period 


E are much more familiar with the 

history of the Association during the 
last twenty-five years. of its existence, and, 
of course, it has grown in size and im- 
portance, in prestige and influence, befitting 
its accumulative experience. 

Perhaps the first and most important mat- 
ter engaging the attention of bankers during 
that second period was the subject of bank- 
ing and currency reform. Even before the 
panic of 1907 economists and convention 
speakers had been advocating various 
methods of establishing a greater elasticity 
in our volume of currency. I think it may 
be stated that the earlier discussions put 
greater emphasis upon currency reform and 
that the reformation of the banking system 
followed as a consequence. 

-My earliest recollections of the proceed- 
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ings of the Association are filled with im- 
pressions of the arguments concerning 
asset and emergency currency, and this was 
several years before the panic of 1907. Of 
course what happened that year, which to 
many bankers is still a vivid recollection, 
hastened the crystallization of sentiment in 
favor of reformation both of the govern- 
ment’s currency system and the nation’s 
banking system. 

In this connection may I say that there 
is a sort of a prevailing judgment among 
the laymen that the bankers of this country 
were opposed to the principles of such a 
reformation, and we not infrequently hear 
the statement that the greatest opposition to 
the passage of the Federal Reserve Act came 
from those engaged in the business of 
banking. 

I believe I know that no other single 
agency contributed so successfully to the 
literature upon this subject, out of which 
grew the final passage of a law in the form 
of the present statute, as did the American 
Bankers Association. I am speaking now 
of the clamor for a change in conditions 
under which the banks were operating and 
for obtaining certain definite results. There 
was no confusion of thought nor uncer- 
tainty as to agreement with respect to the 
underlying principles needed, so that, whiie 
it is true that bankers held divergent views 
as to the wisdom of certain features of the 
Federal Reserve Act, which resulted in many 
changes in it, particularly while it was be- 
fore the Senate Committee, the assumption 
is not true that such views were in reality 
opposed to the passage of any law looking 
toward the creation of a new banking sys- 
tem or strengthening the government’s 
monetary system. The American Bankers 
Association is essentially the outgrowth of 
the economic development of our nation and 
has kept pace with the strides of our coun- 
try as it has grown in financial importance. 
There is nothing more natural than that an 
association of bankers should expand in the 
same proportion as the growth of the coun- 
try along financial and banking lines. 


Federal Reserve System 


HEN 1914 came and Congress had 
passed the Federal Reserve Act, the 
Association had a new opportunity to be of 
service. The machinery was already at hand 
for bringing bankers in all parts of the coun- 
try into close cooperation in the work of lo- 


— Ly 
| 
— 
i 
| 


818 


cating and establishing these twelve new 
financial institutions. Bankers who knew 
each other, and who would not have known 
each other except for their common mem- 
bership in the American Bankers Associa- 
tion, exchanged views as to the functions 
of the new type of banking institution. It 
was relatively easy to establish uniform 
methods by which the transactions of the 
bank might be made to square with the 
provisions of the law. 

In all of its resolutions, as well as by the 
work of its committees and various sub- 
divisions, the Association has given gen- 
erously of its support to everything even 
remotely touching the Federal Reserve Sys- 
tem. There is a great common interest be- 
tween the needs of the banks and the func- 
tions of government which can only be pre- 
served through the proper conduct of the 
reserve bank, for, after all, it is designed 
to represent the government in its relations 
to the currency of our country and aid the 
bank in its desire to improve its facilities 
for the public weal. Bankers will agree 
with me, no doubt, that the Federal Reserve 
System is the greatest single economic 
achievement which may be accredited to the 
last half century. The success of banking, 
and therefore the future of our Association, 
is indissolubly bound up with the future of 
the Federal Reserve System. This may 
explain why so many of our activities are 
concerned with it. 

The National Bank Division, while urg- 
ing legislation favorable to the widening of 
the powers of the national banks that they 
may be on a parity with state-chartered in- 
stitutions, has been impelled, partly at least, 
by its desire to protect the compulsory feature 
of the national bank membership in the 
Federal Reserve System. The State Bank 
Division, consisting of both members and 
non-members of the Federel Reserve System, 
with certainly a larger proportion of non- 
members than any other division of our As- 
sociation, sent out a questionnaire to its mem- 
bers eliciting expressions of opinion con- 
cerning the Federal Reserve System some 
two or three years ago, which proved to 
be valuable and doubtless had an influence 
upon the conclusions drawn by an investi- 
gating body of that day known as _ the 
Joint Commission of Agricultural Inquiry. 

The Economic Policy Commission last 
year gave its whole report to an argument 
in favor of considering the question of re- 
chartering the twelve Federal Reserve 
Banks, either for an indeterminate period or 
for ninety-nine years, and against allowing 
any other legislation pertaining to the Fed- 
eral Reserve Act to interfere with this mat- 
ter, which it regarded as of such vital im- 
portance. Notwithstanding this interest, no 
member of the American Bankers Associa- 
tion need have any hesitancy in criticizing 
either the law or the manner in which it 
is administered, if, indeed, he is under the 
conviction that the one or the other should 
be altered. We should have that indepen- 
dence within our Association, for, after 
all, that is the only way in which true 
economics may be established or preserved. 


The Present Endeavors 


ECURRING to the opinion that our 
Association has grown in value and 
importance during the last half of its his- 
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tory, I think that it would not be improper 
for me to give in brief outline the scope of 
its present endeavors. 

Bankers are familiar of course with its 
service departments. They know that it 
has a Protective Department looking after 
the various types of crimes of violence; 
that it has a Legal Department to which 
they may go for opinions on banking ques- 
tions; that there is an insurance committee 
supervising the value of contracts for fidel- 
ity bonds and robbery and burglary policies ; 
and that, particularly for the larger cities, 
there exists a Clearing House Section en- 
gaged in promoting the facilities of clear- 
ing house examiners together with bureaus 
for gathering and distributing credit in- 
formation. But it is not of these things 
that I wish to advert. I am desirious of 
having bankers appreciate how many things 
we are undertaking to do, whether in the 
last analysis they agree as to the wisdom 
of trying to do them or not. 

Of course they know that we have four 
chief divisions, the National Bank Division, 
the State Bank Division, the Savings Bank 
Division and the Trust Company Division, 
and that each of them has a president and 
an executive committee and that each is 
engaged in a special program with definite 
objectives. I dare say that they know we 
have three sections. I have referred to one 
of them, the Clearing House Section. A 
section has been formed for the State Sec- 
retaries; and in the third section is tound 
that vast army of young men and women 
upon which our hope of the future must 
rest, the employees and junior officers of 
the banks grouped under the head of the 
American Institute of Banking. There are 
nearly sixty thousand of them and they are 
organized for the purpose of carrying on 
courses of study. It is expected that the 
professional standard of banking will be 
raised as a result of this work. We have 
employed an Educational Director to super- 
vise these various chapters and study groups. 
Even the educators of our country look upon 
this movement of ours as distinctive and 
unique. They call it the youth movement. 
It is a phase of adult education. We are 
regarded as pioneers in it. In these di- 
visions and sections, however, as I have 
named them, the labor is of a direct variety. 
These bodies are doing these things for 
the purpose of advancing their own inter- 
ests, but there is a wide range of endeavor 
covered by still other activities with which 
bankers may not be quite so familiar. 


Helping the Farmer 


HE problems of agriculture are very 


perplexing and the whole economic 
world is concerned about the manner in 
which they may be solved. Unfortunately 
it is not alone an economic question but it 
has become as well a serious political ques- 
tion. There is hardly a long or a short 
session of Congress that has not before it 
for consideration several plans designed to 
bring relief to the farmer. 

It is becoming recognized that there is a 
lack of balance between the cost necessary 
to be expended in producing the crop and 
the proceeds of that crop when it is har- 
vested. The banker with his ideas of sound- 
ness and believing himself to be, as he is, 
a practical economist, is not quite ready to 
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subscribe to a plan which includes a subsidy 
by the government. He even wonders 
whether the farmer himself will be bene- 
fited if the problem is not allowed to be 
met through the workings of the law of sup- 
ply and demand, hastened by an elapse of 
time and aided by the revelations of science 
and the experiments of the agricultural 
colleges and the Department of Agriculture 
of our own government. 

This is the theory upon which the Amer- 
ican Bankers Association has created its 
Agricultural Commission. It has employed 
a man of vast experience in the science of 
agriculture. He is spending large sums of 
money in conducting conferences throughout 
the various states, in which he is seeking to 
bring together the agricultural colleges with 
the results of their work of experiment and 
research, the farm organizations with their 
ability to adapt new information, the 
knowledge of the extension service and the 
farm agent, as well as the sympathy of the 
rural banks interested in the better develop- 
ment of agriculture. 

We are not trying to tell the farmer how 
to run his business. We are trying to teach 
by example, just as we have been doing in 
promoting corn clubs and other organized 
groups among the boys and girls in the ag- 
ricultural states particularly. Agriculture is 
a basic industry and we have regarded it as 
a fair field into which we might enter. 


Teaching Sound Economics 


OME years ago, and especially after the 

war, we took up the question of how 
we might properly give to the public a 
better chance to know more of the funda- 
mental principles of sound economics. We 
heard a good deal those days about the rad- 
ical teachings of those who were seeking 
to disrupt the principles of our government, 
and it was believed that we had a responsi- 
bility toward the problem of counteracting 
that influence and that, besides, future gen- 
erations of bankers would profit from what- 
ever successful effort might be made now 
toward increasing the public understanding 
of simple but sound business principles. 
Through the Public Education Commission 
we have prepared a series of lectures. They 
are being given to the schools of the coun- 
try by bank men and to the luncheon clubs 
and in some communities they are being 
broadcast over the radio. We are doing a 
similar thing by furnishing syndicated ar- 
ticles to the daily and weekly press in 
convenient form for printing by our Public 
Relations Commission. 

We have another important organization 
known as the Commerce and Marine Com- 
mission. Its work is quite extensive. It 
deals chiefly with conditions in foreign 
countries, although it includes certain do- 
mestic matters, particularly if they relate 
to the promotion of foreign trade or in- 
ternational finance. It works closely with 
the Department of Commerce of our 
government. It prepares reliable data in 
the form of pamphlets concerning conditions 
in some of the South American or Latin- 
American republics, thus making that in- 
formation available for distribution among 
the bankers of our country. It has been 
particularly active in keeping informed 
concerning the developments of the affairs 

(Continued on page 862) 
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Profits in the Motor Industry 


By D. RICHARD YOUNG 


Earnings of the Automobile Companies in High Speed During 
1925. Bank Borrowings Conspicuous by Their Absence. Boom 


in the Stock Market Reflects Spectacular Profits. 
Overproduction is Most Vivid Threat to the Industry’s Future. 


ANKERS have had reason to feel 

highly pleased this spring in exam- 

ining the annual reports coming 

from Detroit covering the opera- 
tions of the manufacturers of automobiles, 
trucks and accessories for the year 1925. 
Earnings for most companies showed sub- 
stantial increases as compared with the pre- 
vious year and in the case of some concerns 
were the largest in history, exceeding the 
previous record year 1923. 

The balance sheets almost uniformly re- 
flect a strong position and a high ratio of 
current assets to current liabilities, with a 
large amount of cash, United States gov- 
ernment bonds and other marketable securi- 
ties and only nominal current indebtedness, 
made up of trade accounts payable, tax 
reserves and accruals. Bank borrowings 
are conspicuous by their absence for the 
first time in many reports for several years. 
Merchandise inventories and_ receivables 
have been kept down to very moderate pro- 
portions, considering the large volume of 
business transacted in 1925 and in prospect 
for the spring of 1926. 


OLLOWING is a tabulation of the 

earnings for the last three years of the 
leading American manufacturers of passen- 
ger cars and trucks, also parts and acces- 
sories, which have published reports to 
stockholders and in the newspapers. The 
figures represent net profits available for 
dividends or to carry to surplus; i. e., after 
all expenses, depreciation, interest, reserves, 
adjustments and provision for taxes have 
been deducted. Fiscal years end December 
31 unless otherwise indicated. 


Manufacturers Cars and Trucks 


Net Profits (000s omitted) 
1923 1924 1925 
Chandler Motor Car Co.. 2,055 1,348 1,331 


Chrysler Corp. ........ 2,678 4,116 17,126 
Dodge Brothers, Inc.... 11,591 19,965 23,868 
Durant Motors, Inc..... 2,715 768 ae 
Federal Motor Truck Co. 1,102 599 1,235 
Ford Motor Co. (1).... 82,263 100,435 79,890 
H. H. Franklin Mfg. Co. 1,175 *811 2,019 
General Motors Corp.... 62,068 45,331 106,485 


Hudson Motor Car Co.(2) 8,004 8,073 21,379 
Hupp Motor Car Corp.. 2,636 1,095 2,919 


Jordan Motor Car Co... 669 575 433 
Mack Trucks, Inc...... 7,004 6,220 9,468 
Moon Motor Car Co... 842 560 1,103 
Nash Motors Co. (2).... 9,280 9,281 16,256 


Packard M. Car Co. (3) 7,082 4,805 12,191 
Paige-Detrgit M. Car Co. 2,886 1,588 2,438 


Pierce-Arrow M. Car Co. 372 751 1,630 
Reo Motor Car Co. (3). 5,603 3,412 5,422 
Rolls Royce of Am., Inc. 313 15 519 
Studebaker Corp. ...... 18,342 13,774 16,620 
White Motor Co........ 6,965 4,084 5,276 
Willys-Overland Co. ... 13,034 2,087 =11,423 
Yellow Truck & Coach 

Mfg. Co. .......seee- 4,020 2,742 2,331 


(1) Increase in surplus account. 1923 figures 
include 10 months ended Dec. 31, 1923. 

(2) Years ended November 30. 

(3) Years ended August 31. 

* Deficit. 


This mammoth toggle press with one 
stroke changes flat sheets of metal 
into automobile parts at the rate of 
180 per hour. Machines of this type 


have cut down the cost of cars. 


Manufacturers Parts and Accessories 
Net Profits (000s omitted) 


1923 1924 1925 
American Bosch Magneto 
ere 94 108 521 
Briggs Mfg. Co. ...... 6,847 11,136 8,142 
Continental Motors Corp. 1,937 2,503 2,811 
Eaton Axle & Spring Co. 370 195 707 
Electric Auto-Lite Co... 2,518 1,041 2,204 
Electric Storage Battery 
Fisher Body Corp. (1) 17,122 22,102 15,244 
Gabriel Snubber Mfg 
Hayes Wheel Co. veow Sed@2 715 1,719 
Kelsey Wheel Co. ..... 1,757 1,118 1,357 
Midland Steel Products 
1,086 1,807 2,725 
Moto-Meter Co., Inc.... 1,921 1,285 1,795 
Motor’ Products Corp... 2,633 1,024 976 
Motor Wheel Corp. .... 1.292 1,800 2,502 
Spicer Mfg. Co. ....... 1,076 969 1,810 
Stewart-Warner Speed- 
ometer Co. .......... 6,728 3,501 7,544 
Stromberg Carburetor 
871 562 630 
Timken Detroit Axle Co. 598 *203 1,382 


*Deficit. 


HEN the Silver Jubilee automobile 

show of the National Automobile 
Chamber of Commerce was held in New 
York City in January, 1925, the outlook in 
the industry was not particularly favorable. 
The previous year had been satisfactory for 
the first six months but during the last half 
year production had been sharply curtailed 
because of the general slowing down of 
business brought about partly by the na- 
tional election. An added trouble was the 
heavy production during the winter and 
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Specter of 


early spring in anticipation of a larger pub- 
lic demand than actually materialized, caus- 
ing an overstocking of retail dealers. The 
year closed with stocks well liquidated and 
with manufacturers as a rule inclined to 
limit production to actual orders in hand, 
the December, 1924, output of cars and 
trucks in the United States and Canada 
totaling only 209,600. 

From this low point production was in- 
creased in January, 1925, to 241 thousand 
cars and trucks, 287 thousand in February, 
377 thousand in March, and 439 thousand 
in April. Due to the favorable reception 
given to new models on the part of the 
public, the general lowering of prices com- 
bined with better quality, and to the further 
expansion of installment sales financed by 
cheap money, the year 1925 became the most 
successful one in the quarter century history 
of the American motor industry. Produc- 
tion of passenger cars was 3,839,302 and 
trucks, busses and commercial vehicles 
497,452, making a grand total of 4,336,754, 
or an average of 361,396 per month, of 
which the United States contributed 96.3 
per cent and Canada 3.7 per cent. 

These cars had a wholesale value, accord- 
ing to a compilation by the National Auto- 
mobile Chamber of Commerce, of $2,523,- 
643,000, and the trucks $454,263,000, to 
which should be added the value of parts 
sold by motor vehicle manufacturers ag- 
gregating $308,830,000, and replacement 
parts and tires valued at $923,440,000, mak- 
ing a grand total of $4,210,175,000 for the 
entire industry. 

The automobile industry is the leading 
American manufacturing industry based on 
value of products, outranking steel. 

The total number of persons employed is 
3,446,000, including 361,000 in car and truck 
factories, 350,000 making parts and acces- 
sories, 120,000 tire factory workers, 196,000 
vehicle dealers and salesmen, 140,000 supply 
and accessory dealers and salesmen, 115,000 
garage employees, 480,000 repair shop em- 
ployees, 475,000 professional chauffeurs, 
800,000 professional truck drivers, and 241,- 
000 indirectly employed in other lines whose 
product is consumed by the motor industry. 

It is interesting to note that the total 
registration of passenger cars and trucks 
in the United States has now passed the 
20,000,000 mark, which would mean one car 
for every five persons. At the end of 1915 
our total registration was only 2,494,912. 


General Motors Corporation 


HE General Motors Corporation was 
the foremost money earner during 1925. 
This corporation is a holding company, 
having a large number of operating sub- 


Timken Roller Bearing 
(1) Years ended April 30. 
= 
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sidiaries which manufacture the well-known 
Buick, Cadillac, Chevrolet, Oakland, Olds- 
mobile, the new Pontiac, G. M. C. trucks 
and Yellow taxicabs and busses, the aggre- 
gate production of which last year was 
827,056 vehicles. It has numerous subsid- 
iaries engaged in the manufacture of start- 
ing and ignition systems, spark plugs, gears, 
roller bearings, wheels and rims, springs, 
radiators, horns and other parts, while the 
Fisher Body Corporation in which it owns 
a controlling interest in a leading manufac- 
turer of car bodies. Twenty sales organiza- 
tions handle the distribution of its products ; 
the General Motors Acceptance Corporation 
finances and General Exchange Insurance 
Corporation carries the insurance for its 
dealers and purchasers; while United Mo- 
tors Service, Inc., provides authorized ser- 
vice to car owners. The export and over- 
seas group of subsidiaries includes the Gen- 
eral Motors Export Co., General Motors of 
Canada, Ltd., and similar proprietary con- 
cerns in several countries of Europe and 
South America. 

The corporation had during 1925 an aver- 
age payroll of 83,278 employees and its 
preferred and common stock is owned by 
over 50,000 persons, many of whom are 
employees. Because of the rapid progress 
made by this great organization and the 
leading place it has so long occupied in the 
motor industry the General Motors Corpo- 
ration is regarded as “an institution.” 

The net profit of $106,484,756 reported 
last year, which does not include the cor- 
poration’s equity in the undistributed earn- 
ings of subsidiaries, represents a gratifying 
rate of return on the investment, particular- 
ly when compared with leading concerns in 
other lines of business. The balance sheet 
at the beginning of 1925 showed preferred 
stock outstanding of $109,916,000, common 
stock $258,079,950, and surplus of $82,110,- 
929, making a total book value of $450,- 
106,829. The above net profit for 1925 was 
at the rate of 23.6 per cent on this invested 
capital. 

Naturally it is not expected that every 
year can show earnings of this amount, for 
1925 was a period of general prosperity in 
nearly all lines of business and this made 


Milling the top and bottom of a cylin- 
der block. A slowly revolving table 
enables the operator to clamp block 
after block in place without a pause. 


Steel frames are placed on the con- 

veyors and springs, axles, motor, 

steering gear and other parts are 

added as the conveyor chain goes 
along. 


possible the record expenditure for motor 
cars. On the other hand it might be pointed 
out that the corporation has always followed 
a policy of making heavy depreciation 
charges against its real estate, plants and 
equipment, and that the valuation of $196,- 
042,526 at which these fixed assets are 
carried at the present time, is much below 
the cost of reproduction. 

Since the incorporation of General Mo- 
tors Co., the predecessor organization, in 
1908, a substantial part of earnings have 
been reinvested in the business every year 
with the exception of 1921 when the com- 
pany, in common with most others in this 
line, had a deficit. The 1925 profits rep- 
resented, after payment of the preferred 
dividends, a balance of $19.15 per share on 
the common stock; the regular $6 annual 
dividend and extra dividends of $6 were 
declared, and the remainder, $36,909,544, 
carried to surplus account. 


Ford Motor Company 


HE Ford Motor Co., originator of the 
“flivver” and more recently the producer 


* of trucks and Fordson tractors, is no less 


deserving of admiration for the magnitude 
and efficiency of its organization than is 
General Motors, but the Ford Company is 
accustomed to give out to the public much 
less information regarding its operations 
and earnings. . Being a close corporation it 
is not obliged to make detailed statements 
to a large number of stockholders. The 
total domestic production of cars, trucks 
and tractors in 1925 was given as 1,967,117, 
which would be 47.3 per cent of the entire 
United States output or practically equal 
to all other manufacturers combined. 

The company is required to file annually 
with the Massachusetts State Commissioner 
of Corporations a statement of condition, 
and these figures when published furnish a 
guide to judging the huge earnings of this 
corporation by the increase in surplus ac- 
count. While the company has for a num- 
ber of years shown capital stock outstand- 
ing of but $17,264,500, the profit and loss 
account at the end of 1925 was given as 
$622,366,893, comparing with $542,476,496 


on December 31, 1924, an increase of $79,- 
890,397. It is noted that on previous state- 
ments there was a “Goodwill” item of $20,- 
517,986 which does not appear on the 1925 
balance sheet and may have been -charged 
against profits, or may be included with 
some other item, since the statements sub- 
mitted are always in condensed form. If it 
be assumed that this goodwill were written 
off during the year and that actual earn- 
ings should therefore be increased by this 
amount, and if it be also assumed that in 
1925 dividends were withdrawn equal the 
$14,670,000 that is said to have been paid 
in 1924, the “calculated profit” last year 
would be $115,078,383. The increase in sur- 
plus account of around 80 millions last year 
would represent a return of 14.3 per cent 
on the invested capital at book value at the 
beginning of the year, and any dividends 
or adjustment of goodwill there may have 
been would increase this figure somewhat. 

The 1925 profit would doubtless have 
made a more favorable showing as com- 
pared with 1924 but for the fact that the 
introduction of the new models in midsum- 
mer necessitated a rearrangement of ma- 
chinery and a curtailment of operations for 
several weeks, and also because of the com- 
petition from cheaper cars put out by a 
number of other manufacturers and the fact 
that many drivers who formerly had Fords 
have now graduated to the higher priced 
cars. 

Notable increases in earnings during 1925 
were made by a number of the other lead- 
ing manufacturers, particularly Chrysler, 
Dodge, Hudson, Nash, Packard, Studebaker 
and Willys-Overland in the passenger car 
field, and Mack Trucks and White Motor 
Co. in the commercial field. 


Seasonal Variations 


HE motor industry, like most other 

lines, has a definite seasonal trend which 
is illustrated in the accompanying chart of 
monthly production over the last few years. 
In January and February the new models 
are usually presented at the automobile 
shows held in the larger cities, and factories 
start producing in anticipation of the spring 
demand which begins around Easter. Oper- 
ating schedules are then increased, depend- 


The final assembly line in a General 
Motors plant. This line turns outa 
car every four minutes. 
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The monthly production of autos in the United States and Canada 


ing on retail sales, weather conditions, and 
the success of the new models, reaching a 
peak in May or June, then slowing down 
for mid-year inventory taking and in prep- 
aration for the secondary peak season in 
late summer, after which production is cut 
down to a low point in November and De- 
cember. By the end of the year most com- 
panies have liquidated their inventories of 
raw materials and finished cars to a low 
point, and present a balance sheet strong in 
cash and--investment securities with only 
small current liabilities. 

In recent years a number of factors have 
served to alter this regular cycle in con- 
siderable degree. One such influence is the 
growing tendency toward closed car models, 
which are more adapted to year-around 
driving than are the open touring cars and 
roadsters, and which therefore are often 
purchased in the fall and winter, although 
the spring and summer season naturally 
brings the largest sales. In 1915 only 1.5 
per cent of the total production was closed 
cars, but this ratio has increased each year, 
amounting to 17 per cent in 1920 and 58 
per cent in 1925. 

Another influence making for more uni- 
form production throughout the year is the 
increasing number of trucks and _ busses. 
In 1915 the production of these commercial 
vehicles was 74,000, from which it has grown 
to 497,452 in 1925. The manufacturers find 
it highly desirable to stabilize production 
so far as possible, since this allows for a 
much lower labor turnover, for using plant 
and equipment to capacity instead of carry- 
ing a large investment in fixed assets that 
are used only at the peak season, and for 
generally more efficient and economical 
operation. 

On the other hand, the tendency of man- 
ufacturers fo regulate production schedules 
to closely correspond with retail sales has 
the effect of exaggerating the normal ups 
and downs of the industry. When cars are 
produced for stock they must be carried 
either by the manufacturer or dealer, or 
both, and finished automobiles represent 
such a large value to be financed that they 
very rapidly tie up an excessive amount of 
capital, and there is always the risk that 


because of changes in models, etc., they 
cannot be readily disposed of at the prices 
anticipated. Many manufacturers have been 
caught in this predicament during the slump 
in recent years and are cautious about put- 
ting expensive materials and labor into cars 
until they receive actual orders, while deal- 
ers likewise have become not at all enthu- 
siastic about having drafts drawn on them 
covering shipments of cars during the win- 
ter months which they have to borrow 
money to pay for and then store on their 
floors or in warehouses until spring. 


Spectacular Rise in Motor 
Stocks During 1925 


Sar large profits in the motor industry 

last year were reflected in a spectacular 
way in the stock market boom that occurred 
during the year. The accompanying chart, 
made up from the Standard Statistic Co. 
index of 10 representative motor stocks, 
together with the combined index for 232 
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stocks representing all lines of industry as 
well as railroads, shows that while the 
general list enjoyed a substantial rise “be- 
ginning in the fall of 1924 and culminating 
in January of the present year, the motor 
group rose much higher. In October, 1924, 
the index for all stocks averaged 105.4, 
from which it rose to 145.5 in January, 
1926, an increase of 40.1 points or 38 per 
cent. During the same period the motor 
group rose from 71.8 to 164.9, a gain of 
93.1 points, or 131 per cent. Since the first 
of this year the automobile stocks have been 
working to lower levels, the Standard index 
for the group being 149.0 on May 29, com- 
pared with an average of 137.1 for all the 
industrials and rails combined. 

Some of the leaders in the bull market 
were General Motors, which ranged from 
645% to 14934 during the year, Hudson from 
33% to 139%. Chrysler issued about a 
year ago in exchange for the old Maxwell 
Motor Co. class “B,” which sold around 
36% at the beginning of 1925 and soared 
to 253 by November, Hupp from 14% to 
31, Nash 193% to 488, Packard 15 to 48%, 
Pierce-Arrow 10% to 47%, Willys-Over- 
land 9% to 34%, Mack Trucks 117 to 242, 
and White 57% to 104%. 

Certainly the unsatisfactory action of mo- 
tor stocks recently cannot be attributed to 
a falling off in profits so far this year, as 
an examination of the quarterly earnings 
reports will show, but rather to a correc- 
tion of the technical market condition re- 
sulting from the phenomenal rise last year, 
and also to apprehensions as to prospects 
after the usual spring season has passed. 
In the first three months of 1925 General 
Motors reported net profits of $17,811,000, 
and for the corresponding period this year 
a net of $34,855,000. On May 13 its Board 
of Directors declared an extra dividend of 
$4 per share in addition to the regular com- 
mon dividend. Most other representative 
companies show gains or at least a main- 
tenance of the high rate of earnings, the 
figures for 1925 and 1926 covering the three 
months ended March 31, or in some cases 
January 31 or February 28, being for Hud- 
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The Small Checking Account 


NE hundred twenty-five banks in Louisiana out- 

side of the city of New Orleans, furnished to 
Frank Roberts, president of the Calcasieu National 
3ank of Lake Charles, reports from which he has made 
some interesting deductions. He found that 43.7 per 
cent have balances under $25, being 93 per cent of 
total checking deposits, and an average per account of 
$7.66; that 56.3 per cent have balances under $50, 
being 2.1 per cent of total checking deposits, and an 
average per account of $14.20; that 69.6 per cent have 
balances under $100 being 4.8 per cent of total check- 
ing deposits, and an average per account of $25.72; 
that 30.4 per cent of accounts have balances over $100, 
being 95.2 per cent of total checking deposits. 

There is a disposition in the discussions about the 
small checking account to consider it principally from 
the bank’s point of view. But does not the situation as 
a whole present an opportunity to do more for the cus- 
tomer than it does for the bank? The condition of 
many accounts is no doubt due to carelessness and the 
habit of drifting along. If in transforming the losing 
account to a paying one, the bank can wake up its 
customer to better methods and a new sense of business, 
it is the customer who gets the larger benefit. 


The Maintenance of England’s Greatness 


N what factors in this changed world does the 

maintenance of England’s greatness depend ? That 

is an important question here in the United States— 

even in its hamlets—for English prosperity and Ameri- 
can prosperity act and react upon each other. 

An interesting answer to this question comes to the 
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Arthur Balfour, the steel manufacturer of Sheffield. 

“The maintenance of England’s greatness in the 
future,’ he says, “depends entirely on her power to 
recapture and expand her world markets, to increase 
her sales, profits and external purchasing power, and 
last but not least, her power to increase her irivestments 
abroad. 

“This will be brought about by our specializing and 
producing a better class of goods, for which there is a 
good market at reasonable prices. 

“As a matter of fact, the Committee on Industry & 
Trade, over which I preside, finds that Great Britain 
in 1924 did 2 per cent more of the world’s trade, such 
as it was, than she did in 1914, so that in spite of 
adverse factors, we have maintained our position. 
There is no reason to suppose that when the world’s 
trade expands our trade will not expand in the same 
proportion, and I think it is true to say that, in view 
of the great efforts she has recently made, Great Britain 
is more actively in touch with the markets of the world 
and the consumers of her products than ever she was. 

“IT am unable to agree that we are reaching the point 
of stabilization in this country. We have great pos- 
sibilities for expansion, provided we can get rid of 


the mixing-up of trade unionism with politics, and we 
are hoping that the breakdown of our general strike 
is the first step toward this. It was a huge blunder 
and has been a total failure. 

“We are turning our attention to the possibilities 
of greater mass production, the elimination of waste 
and increasing the volume of output, and some of 
our best trade union leaders are recognizing this as a 
solution of our difficulties. 

“We are not finding that German or American com- 
petition, particularly in European markets, is an in- 
superable handicap to our trade. What we are finding 
is that the power to purchase is very low. 

‘My own view is that the world has gone mad, as a 
result of war experience, and every country is wildly 
trying to be self-contained and independent. This 
fallacy is slowly but surely breaking down.” 


“Government Money Comes From Nowhere”’ 


HE British general strike was the resultant of 
many forces, distinct and well-defined among which 
was the all-too-prevalent belief that ““government money 
comes from nowhere” and that there is no direct con- 
nection between public funds and private expenditures. 
As the proposed legislation at Washington for the 
“relief of agriculture is a first cousin to the doctrine 
quoted above, a few years of operation would in all 
probability have produced in this country such a state 
of dissatisfaction as that which was expressed by Eng- 
land’s strike. With the shadow of England’s bitter 
experience in encouraging the people to lean on the 
government falling across the sea, this proposed legis- 
lation never had much of a chance of getting through 
at Washington. Even without that shadow across the 
sea there is such a degree of prosperity among those 
whom the bill was designed to help that the measure 
appealed to many experienced in agriculture as a mis- 
directed effort. 

If everyone he meets tells a man that he looks sick 
and ought to have help he may, if he is of the impres- 
sionable nature, come to believe them, and even become 
miserable. There has been much of the same psy- 
chology going on with regard to agriculture. Too 
many people are telling agriculture that it needs a 
dose of something out of a government bottle. The 
magic schemes plow no furrows nor make no markets 
but they do make alluring reading for the trusting, and 
they furnish a subject for conservation while political 
fenceS are being mended. 


Journalism and Lawlessness 


O what degree is the lowered respect for law, and 
for the prevalence of lawlessness due to the change 

in journalism in America? 
In the last generation a very decided change has 
taken place in journalism in the United States. It used 
to be that the average editor was surcharged with a 
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spirit of knight errantry. He considered himself to 
be a champion of the people and it was his particular 
business to uphold the law. He was quick to scent 
corruption, and telling the world about it with brutal 
frankness was all in the day’s routine. A self-appointed 
champion, it is true, but if he was worthy (and some- 
times when he was not particularly worthy) his ap- 
pointment was confirmed by a large constituency. The 
confirmation was undeniable because those who voted 
to confirm did it through their financial support of his 
paper. The old type of editor, imbued with a profes- 
sional spirit played the game because he liked it rather 
than for the resulting profits. Often he was a good 
journalist, according to his own code, but a very poor 
business man, so it came about quite naturally that 
newspapers were quite likely to be but poor investments. 

Now there is a new order. The average newspaper 
is more circumspect. It is run by business men. The 
editor is less likely to kick the cash box out of his 
way. Competition is less keen. . Newspapers are better 
investments and the type of editor who knows no fear 
is not as numerous as was the case a generation ago. 

Even though not always in the right and sometimes 
too quick to censure, the militant editor was a great 
moral force in his community, and probably a greater 
conservator of money, lives and morals than his con- 
temporaries ever suspected. 


Reactions on the Exportable Surplus 


T is not to be expected that any country will perma- 
nently endure the hardships falling upon its people 
when some other country engages in the practice of 
“dumping”—pouring in products to the detriment of 
the class producing similar products. 

Even a little imagination is sufficient to visualize the 
influx into Washington of irate business men demand- 
ing relief if some foreign country through the financial 
aid of its government was able to “dump” into the 
United States products at prices lower than those pre- 
vailing in the home country. 

The surplus farm legislation which has been up 
in Congress is in the nature of a scheme whereby we 
might dump, not merely an ordinary surplus but an 
artificially created surplus into other countries, and it is 
fortunate that Congress did not adopt the scheme 
because the disagreeable reactions at home and abroad 
would have overbalanced any temporary advantage 
which the proponents promised. 

Sir Josiah Stamp, the eminent English economist, 
head of the London, Midland & Scottish Railway, when 
asked what he thought of the situation which would be 
created if our government were to pay to farmers 
export bounties on grain and other things, is quoted as 
replying: ‘The effect of such a plan almost inevitably 
will be to increase the volume of exports, if the domes- 
tic price is to be raised. This domestic price increase 
will also result in decreased demand, which, too, will 
increase the volume that must be exported. In gen- 
eral, this method of handling exports will, I believe, 
result in a downward tendency in the world price; 
since the farmers, influenced by rising domestic price, 
will push production and increase the total supply. The 
final net result will be that the cost of living will be 
enhanced, something that strongly tends to demands for 
increased wages on the part of workers in all lines . . . 
It is possible, also, that the scheme might have un- 
favorable international reactions. There is always a 
considerable amount of feeling on the question of 
‘dumping’ and it might be alleged of wheat on a very 


large scale. This aspect of the matter, again, is very 
difficult to discuss, but it may be desirable just to 
bear it in mind.” 


Transportation and Shoes 


E wonder if there ever was a time in the history 
of civilization when the gradual but nevertheless 
distinct and important changes in business were greater 
in number or more far reaching in their consequences. 
Living as everyone does in an environment which 
in the course of a single day has hundreds of things 
constantly beckoning or commanding attention, few men 
have either time to give more than fleeting thought to 
the big changes with which they may not be directly 
concerned. So it comes about that right under the 
eyes of everyone there are taking place transforma- 
tions of immense significance but to which the average 
man gives but scant thought or none at all. 

Two cases are sufficient to indicate the character of 
the movements. Announcement was made the other 
day of the purchase of the New York Railways, a 
street surface transportation system in New York City, 
by the Fifth Avenue Coach Company, which operates 
automobile buses in the metropolis. The Coach Com- 
pany will, if its plans go through, tear up the street 
car tracks and furnish motor transportation for the 
public in the territory now served by street cars. Here 
we have a clear case of what is taking place and has 
been going on for a long time—the supplanting of 
the fixed, inflexible electric car system with its costly 
tracks and pavements by the motor vehicle, more flexible 
in its service, and needing no expensive central power 
plant, no system of rails and ties, and no system of 
distributing power by an overhead or an underground 
system. 

It would be interesting to follow the many ramifica- 
tions of this change in the gradual transfer of men 
and capital from one form of transportation to another 
—the slackening of orders for material from some 
industrial centers and an increase of orders for other 
materials and products in other industrial centers. 

The other case is in the shoe industry. In the last 
decade, according to Commerce Monthly, women’s 
shoes have taken precedence over men’s shoes as the 
more important branch of the industry. The excess 
of women’s shoes over men’s is 20,000,000 pairs. Forty 
per cent more women’s shoes are sold now than ten 
years ago, whereas since 1914 the output of men’s 
shoes has declined 12 per cent. “Style, the automobile 
and the growing economic independence of women are 
three forces that are profoundly influencing the de- 
velopment of the shoes industry,” says this authority. 
The cause of the drop in men’s shoes is thought to be 
the automobile. Men walk less. The cause of the in- 
crease in women’s shoes is the wider distribution of 
wealth, the increase in the number of women economic- 
ally independent and “possibly the improved bargaining 
position, within the family, of those who remain 
nominally ‘dependent’.” 


OR the accommodation of banks desiring to supply 
members of their staffs with copies of the 
JouRNAL, (sent to the homes where there is time to 
read and reflect) we have a group subscription plan. 
For five or more subscriptions, received in one order, 
the subscription price is $2 per year for each—a sav- 


ing of $1 on each subscription. The banker expects 
his staff to be well informed, and the JouRNAL helps 
in the realization of his expectation. 
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The Bank Consolidation 


Movement 


By REUBEN A. LEWIS, JR. 


More Than Fifteen Hundred Banks Have Participated in 
Mergers During the Past Five Years. Big City Banks Seek Larger 
Lending Power. Country Banks Consolidate for Salvation. Ex- 
pect Passage of McFadden Bill to Give This Trend New Impetus. 


HERE is a definite trend in the 

United States toward fewer and 

better banks. While the banking 

resources of the nation have in- 
creased in an impressive manner, the country 
has about two thousand fewer banks than it 
had during the height of the post-war boom 
period. Failures have accounted for the 
vanishing of a great number of these finan- 
cial institutions, but consolidations are 
responsible for the disappearance of more 
than fifteen hundred banks during the past 
five years. 

The merger movement gained the greatest 
momentum last year when each business day 
witnessed a consolidation that decreed the 
passing of at least one bank. In many of 
the big cities the largest bank that the 
community ever boasted of was created 
through the fusion of sizable institutions. 
In the nation’s financial center, the coming 
of the second billion-dollar bank was fore- 
shadowed a few weeks ago when the cen- 
tury-old Mechanics & Metals National Bank 
consolidated with the Chase National Bank. 
The pooling of the invested capital of the 
two banks meant that the new bank might 
grant a loan to one individual or interest 
of more than seven million dollars, if it 
chose to do so. 


Reasons for Consolidations 


_ consolidations in the big centers 
have proceeded from reasons that are 
basically different from those leading small 
town banks to merge. 

In the big cities the two most general 
objectives have been to get greater lending 
power and to swell net earnings through 
handling a larger volume of business with 
proportionately lower operating costs. 

In the small towns consolidations have 
generally been for salvation—where there 
was not enough business to justify the con- 
tinuance of the banks that had been set up. 
Mergers have been actively encouraged by 
many of the state banking superintendents 
as a mean’ of improving the banking situa- 
tion. Towns having a population of less 
than five hundred are found with more than 
one bank. While the nation has an average 
of only one bank for each four thousand 
people, one western state had a bank for 
each 800 of its inhabitants, another had one 
bank for each 960 of its people and other 
states were far more generously supplied 
than the more thickly populated states. It 
is not surprising that the failures and con- 


The Reasons 
Ww Y have fifteen hun- 


dred banks consoli- 
dated during the past five 
years? The big city banks 
have sought greater lend- 
ing power and increased 
profits, resulting from the 
economies made possible by 
lower overhead charges on 
the larger volume of opera- 
tions. In the smaller com- 
munities, mergers, in many 
cases, have grown out of 
the realization that this was 
the way to salvation—there 
was not enough business to 
support all of the banks. It 
is the opinion of several 
banking authorities that the 
movement must continue. 


solidations were the most numerous in these 
states; for a bank is not unlike any other 
business enterprise—it can not pay its oper- 
ating expenses unless it has customers to 
serve. 

There is no one general reason that may 
be given as to why banks consolidate beyond 
the obvious explanation that they find it to 
their advantage to take this step. Each 
merger may be attributed to a set of special 
conditions. There are admitted economies 
in bank consolidations, but definite figures 
are lacking. -Indeed, there is virtually no 
literature on this angle of the subject, for it 
deals with confidential and private business 
relations and the participants do not like to 
disclose these particulars. 

As a rule, when two large banks merge 
a saving is made in the salaries of executive 
officers. As the result of a recent merger 
in a moderately large eastern city, the sal- 
aries paid the executives on the merged 
bank were $50,000 less than the combined 
payrolls for these officers. The personnel 
of the credit department in the largest com- 
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bining bank was able to serve the needs of 
the succeeding bank. The same volume of 
business that had been conducted by the two 
banks was conducted by an organization that 
was only slightly larger than that of one 
of the single banks. Instead of having two 
banking houses, only one was retained and 
the expense of maintaining one building was 
avoided. By considering just these econo- 
mies, it may be seen why the combined bank 
will make more money than the two separate 
institutions had earned in their operations. 

A merger is pending in a large city in 
the middle west between a large trust com- 
pany and a state bank, that has a fine busi- 
ness among a certain foreign nationality. 
Both banks have outgrown their present 
quarters, and, unless a consolidation is ef- 
fected, each will have to construct costly 
new banking houses. One large banking 
building would take care of the combined 
business of both—so negotiations have been 
under way to effect a merger. This housing 
problem is the chief spur that is driving 
the consolidation move along, but it is also 
figured that the rate of earnings will go up 
if the two banks get together. An agree- 
ment was reached as to the respective exec- 
utive positions that would be given to the 
present officers of each bank, but an impassé 
was reached because the consolidation would 
bring about the extinction of the name of 
one institution. 

The reaching of a satisfactory agreement 
as to ranking positions that the bankers will 
hold under the terms of a merger is a factor 
that has prevented many mergers in the 
larger cities and the ambition of a banker 
to head the largest and most powerful in- 
stitution in his community has been a very 
potent force in the consolidation movement. 
The problem of taking care of the officers 
of combining banks is one of the most dif- 
ficult presented—for one of the economies 
is the saving in executive salaries. Every 
consolidation brings its heartbreaks. 


Big Capital Attracts Deposits 
find that big capitalization 


makes it easier to attract deposits, 
presumably due to the quirk in human na- 
ture that makes the average man want to 
deal with the leader. In the case of the 
largest banks, vast resources make it pos- 
sible for them to participate in syndicates 
that float large issues of securities. Par- 
ticipation in the underwriting syndicates is 

(Continued on page 850) 
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The Farm Family Spends 
$1598 Yearly 


By C. B. SHERMAN 


U. S. Department of Agriculture 


Government Surveys the Actual Expenses of the People Who 


Live on the Farm. 


Food Comprises 41 Per Cent of Value of 


All Goods Used. Upkeep of the Automobile Costs More Than 
“Advancement” Expenditures. Annual Savings Thought Small. 


HE actual living expenses of our 

average farm families, as represent- 

ed in many widely separated areas, 

have now been determined and anal- 
yzed for the first time by means of a series 
of unusual and closely-made studies, the 
composite results of which are only now 
being compiled. 

No less than 2886 farm families are in- 
cluded in these studies which were planned 
by the United States Department of Agri- 
culture and executed by cooperators in vari- 
ous states. Usually a state worker in home 
economics or rural sociology was locally in 
charge, with the field work carried on by 
county home demonstration agents or by 
advanced students of the state agricultural 
college or university. 


Personal Visits to Homes 


ATA used in arriving at the results 

were gathered by means qf personal 
visits to the homes. Information was usu- 
ally given by the homemaker, sometimes 
with help from the farm operator or from 
an adult son or daughter. Typical farm 
homes within the chosen localities were 
visited, that is, the selection of homes of 
any one size or any one level of living was 
avoided. These homes represented normal 
families in that on each farm a man acted 
as farm operator and a woman acted as 
homemaker. The number of sons and 
daughters ranged up to six or more, of 
different ages. All data were tabulated as 
depicting living conditions and family living 
within the home for a specified period. 

The states in which these studies were 
made and the number of families studied in 
each state were as follows: New Hampshire, 
40 families; Vermont, 86; Massachusetts, 
81; Connecticut, 110; Kentucky, 370; South 
Carolina, 202; Alabama, 558; Missouri, 178; 
Kansas, 406; Iowa, 472; and Ohio, 383. 

These data are believed to form an im- 
portant base for many future studies from 
many different points of view. All those 
who are interested in how our farm popula- 
tion lives, in what they have to spend, and 
how they spend it, welcome these figures as 
the first authoritative data they have had on 
the subject. 

“One of the great problems which must 
be faced in the near future is that of work- 
ing out some plan of personal economy and 
household economy, which systematically 
followed, will insure to every worker wise 


Dr. E. L. Kirkpatrick, who found 
what the farm family spends 


enough to follow it a modest coinpetence 
when old age comes on,”. said William E. 
Knox, in his presidential address before the 
last convention of the American Bankers 
Association. These basic facts and figures 
representing our great rural population are 
offered as a partial contribution toward the 
solution of that probiem. 

Only those items in the totals and the 
analyses that affect money and expenditures 
are outlined here. Items of a more socio- 
logical tenor are omitted. 


The Average Size Family 


HE average sizes of households and 

families for all localities were 4.8 and 
4.4 persons respectively. “Household” means 
all the persons sheltered in one dwelling 
and fed usually at a common table. The 
“family” includes parents and the children at 
home, except in a few instances children in 
school or college were included. Thus the 
household may include relatives, hired help, 
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boarders and others, in addition to the fam- 
ily. Relatives and others are taken into 
account in all costs when supported from 
a common income. When not so supported 
they are excluded from all except food and 
rental costs. Hired help and boarders are 
included under food and rental costs only. 

In the tabulations, costs for the various 
goods are classified according to the logical 
relation of these goods to the standard of 
living. The object of the classification used 
is twofold: (1) to enable the reader to make 
direct comparisons of unit costs of goods 
for specific purposes and, (2) to afford a 
more satisfactory index to the standard of 
living than is afforded by total expenditures. 

Food, clothing, rent, furnishings, operat- 
ing expense, maintenance of health, advance- 
ment, personal, insurance (life or health), 
and unclassified constitute the main groups 
of costs for the goods used. Costs for food 
include food products furnished by the farm. 
Insofar as possible, they are valued at 
prices which would have been received had 
the family sold them and bought groceries 
and other food products at average local 
prices. 

In the preliminary reports, issued for each 
territory, exact definitions of each of these 
groups and methods of arriving at costs 
are explained. 


$1,598—The Significant Total 


HE average total expenditure for all 

areas and all groups is $1,598 per family 
per year. The average for each state rep- 
resented is as follows: New Hampshire, 
$1,839; Vermont, $1,553; Massachusetts, 
$1,948; Connecticut, $1,559; Kentucky, 
$1,493; South Carolina, $1,482; Alabama, 
$1,615; Missouri, $1,897; Kansas, $1,492; 
Iowa, $1,669; and Ohio, $1,541. 

The proportion of these total amounts 
furnished by the farm in each was: New 
Hampshire, 34.3 per cent; Vermont, 44.8 
per cent; Massachusetts, 36.1 per cent; Con- 
necticut, 38.5 per cent; Kentucky, 43.6 per 
cent; South Carolina, 47.1 per cent; Ala- 
bama, 46.3 per cent; Missouri, 43.9 per cent; 
Kansas, 40.5 per cent; Iowa, 41.5 per cent; 
and Ohio, 41.5 per cent. 

Food amounting to $659 comprises 41.2 
per cent of the value of all goods used by 
the average family of this study. A little 
less than one-third, or $218 worth, of the 
total amount of food products were provided 

“ (Continued on page 854) 
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UCH of the gamble, much of the 


By GURDEN EDWARDS 


Much of the Hazard in Farming May Be Eliminated By a System 
of Accounting and Analysis Such as That Established by Farm 
Management Club of North Lake, Wis. The Practical Benefits 
to the Farms. Banking Profits Through Increased Prosperity. 


more interesting and eventful and farming 
ncre profitable. 


Community Farm Accounting 


this is a column giving the average results 
of three extra good farms in this commu- 


mystery can be taken out of the 

business of farming in any com- 

munity by the simple plan of 
group organization to keep comparative 
farm accounts and analyze the results so 
as to find out what elements in each farmer’s 
operations are profitable, what are unprofit- 
able and why one neighbor is more or less 
successful than another. One of the most 
compact instances typical of just what is 
meant is furnished by the Farm Management 
Club of the village of North Lake, Wis., 
developed by Burton M. Smith, president 
of the Bank of North Lake. 

As Dean Russell of the College of Agri- 
culture in the University of Wisconsin says, 
“Now, if never before, must we know what 
we are doing in agriculture. The work of 
the North Lake Farm Management Club is 
up to the spirit of the times. They propose 
to know just where their business of farm- 
ing is leading them. They know there are 
so many leaks and cracks to stop up and 
they propose to find out where they are. 
This definite job is good business sense. 
Their example will doubtless be a stimulus 
to many others to chart their route among 
the shoals and rocks that line every channel 
of effort.” 


Accounting Systems on Thirty 
Farms 


HIRTY farmers in North Lake banded 

together a number of years ago to put 
into effect a scientific bookkeeping and ac- 
counting system on their respective farms 
and to study the results in order to ascer- 
tain in what respect they were making profits 
and in what particulars they were making 
losses and through this common interchange 
of knowledge to raise the general level of 
success for all. It worked so well that re- 
ports of the club’s success have gone forth 
to all parts of the United States as an 
evangel of better community farming based 
on group helpfulness and a flood of inquiries 
have been handled by the club as to how it 
operates. 

Those who joined the club agreed to take 
complete inventories of their farm proper- 
ties for both the beginning and end of each 
year and ato keep records of all financial 
transactions. At the close of the year they 
summarize their account books and then 
hand them in to the College of Agriculture 
to be checked and tabulated for the purpose 
of securing data for a farm management 
demonstration in the community. The mem- 
bers further agree to attend this demonstra- 
tion and make a special study of the results 
obtained with a view of making farm life 


nity. The next column gives the results 
obtained on Farm C, followed by a diag- 
nosis of Farm C showing its weak, normal 
and strong features in comparison with the 
results recorded in the preceding columns. 


Where the Weakness Lies 


N studying the strong and weak points 
on Farm C in comparison with the 
average of the North Lake area and the 
average of the best three farms, the results 
indicate that Farm C has sufficient acres, 
it is nearly up to standard in total invest- 
ment; it is perhaps a little weak in operat- 
ing capital, it is certainly weak in invest- 
ment in cattle, in the number of cows and 
in farm receipts, but is about normal in 
farm expenses considering the volume of 
business handled. 
“Under diversity of business, Farm C has 
a distribution similar to the others although 
below in amount in comparison with the 
average of the North Lake area and the 
(Continued on page 846) 


The following concrete statement of the 
practical way this sort of group coopera- 
tion works out is made by D. H. Otis, Di- 
rector of Agriculture of the American 
3ankers Association, who stimulated the 
formation of the North Lake plan and is 
promoting its spread to other communities. 

“Where a group of twenty or more farm- 
ers will band themselves together for the 
purpose of keeping their inventory and finan- 
cial records with a view of studying the 
business management of their farms, it is 
possible to work out what is known as a 
‘factor sheet’,’ Mr. Otis says. “The factor 
sheet furnishes the basis for intelligent 
comparison and study. The following factor 
sheet is submitted to illustrate the manner 
in which the farmer’s attention can be called 
to the factors making for success in farming 
and it can be indicated to him which of 
these factors need special attention upon 
his individual farm. 

“It will be noticed that this factor sheet 
gives the average results per farm obtained 
on eighteen North Lake Farms. Next to 


The Farmer’s Factor Sheet 
NORTH LAKE AREA 


Explanation of Terms: 


- LABOR INCOME represents what the farmer gets for his labor. It is what is left of the farm 
income after all expenses, including interest on the total farm investment, are deducted. 


OPERATING CAPITAL represents the investment in machinery, equipment and livestock. It is 
working or movable capital. ; 

CATTLE UNIT represents one cow, two heifers, or two calves. 

DIVERSITY OF BUSINESS indicates the distribution of farm activities or the 
enterprises in which the farm is engaged. 

QUALITY OF BUSINESS indicates efficiency or income per unit. 


number of 


Average 
Average 18 3 extra Farm C With Diagnosis 
Factors farms good farms Results Weak Normal Strong 
i.abor Income (Profits)............. $1,017 $2,273 $146 rere 
Interest on Total Investment........ 1,293 1,070 989 owas * 
SIZE OF BUSINESS 
Total Investment ................... 25,868 21,400 19,773 i 
Operating Capital-Amount ........... 6,868 5,862 4,473 = 
Per Cent of Total Investment.... 26 27 23 * 
'nvestment in Cattle................ 2,706 2,302 1,205 id 
_ Per Cattle Unit................ 97 86 65 ° 
Number ‘of Cattle Units............ 280 26.8 18.5 * 
Number of 19.5 18 11 
Farm Receipts 4.458 5.465 2,314 
Farm Expenses 2,148 2,122 1,079 
DIVERSITY OF BUSINESS 
Income from Crops— 
B. Inventory ................ 472 664 247 
Income from Dairy Product ........ 2,313 2,343 752 * 
Income from Livestock— 
B. Inventory ...cecccccccsses 240 662 218 
Miscellaneous Income .............. 205 327 181 bas 
QUALITY OF BUSINESS 
Dairy Receipts per Cow............. 113 130 68 ° 
Receipts per Cattle Unit except Cows.. 80 94 32 ba 
Total Receipts per Cattle Unit...... 105 117 54 * 
15 0 


* Asterisks indicate the diagnostic significance of each factor for farm C—that is, 
it is weak in respect to fifteen factors, normal in four and strong in none. 


they show that 
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Opening the Door Costs Money 


By C. M. HARGER 


The Average Size Bank Must Make a Hundred Dollars Daily to 
Pay the Expense of Opening Its Doors. Why More Free Service 
Can Not Be Extended. Some Banks Pay a Premium for 
Deposits. Telling the Customer of the Inside Problem May Help. 


UPPOSE when you turned the key 
and opened the bank door each 
morning you took from the safe the 
average cost of doing business for 

a day and handed it over to a tax collec- 
tor or cashier and kissed it good bye. How 
much do you think it would be? 

I put this question to a Nebraska banker 
the other day and he admitted that he had 
no clear estimate of the amount. So we 
looked it up. This was a bank with nearly 
a million dollars deposits. Besides the presi- 
dent there were eight employees. Salaries 
were moderate and the town was not one 
in which was demanded great elaboration of 
overhead. The expense account, however, 
was interesting. For instance, the bank 
pays nine different kinds of taxes—paving, 
school, city, county, state, income and 
special levies. It contributes nearly ten 
thousand dollars a year to the government 
under which it exists and the locality in 
which it is placed. Then, of course, come 
the salaries, upkeep of banking house, sta- 
tionery—$400 of that—advertising and all 
the sundry things necessary if the bank is 
to be maintained. When we had completed 
the survey, it was found that the bank was 
costing for operation—not including inter- 
est on deposits, dividends nor losses—over 
$30,000 a year. In other words, it set back 
that banker a little more than $100 every 
morning to open his door for the day. 

“Wish my customers knew this,” he re- 
marked, when we had finished. “Maybe they 
would understand why a bank cannot give 
more free service than it does—and heaven 
knows we do enough now.” 


Cost of Bad Debts 


loupe the bank has paid the daily cost 
of opening its doors, it must yet meet 
the added expenses that come through in- 
terest on deposits and possibly it may have 
to charge off some bad debts. The past 
three years have seen this later feature 
plentiful and it has in more instances than 
the public knows made the final deduction, 
the payment of dividends, difficult if not im- 
possible. The examiner is inclined to in- 
sist that bad paper be cared for first and if 
the bank has too much of it there is no re- 
turn remaining for its stockholders. 

Not often does the average depositor talk 
freely to the banker about the banker’s 
business. He discusses his own affairs and 
frankly tells the banker all his own troubles 
—but he talks to others about the bank. 
One of his pet complaints is that the bank 
charges for services that he thinks ought 
to be free. He sees no reason why with 
all the money coming in at one window and 


with less of it going out ‘at another the 
bank cannot make money without asking 
its customers for fees in certain services 
or why it cannot pay more interest on time 
deposits. 

During the past three years he has been 
somewhat vociferous regarding the unwill- 
ingness of the bank to make loans whenever 
requested; and over at the garage and in 
the shoeshop agreed with his fellows that 
the bank was not doing enough for its com- 
munity. He even had heard that it was 
putting some money into bonds and why do 
that when there was a large number of 
good farmers and merchants right at home 
who would like to borrow it? Then he 
understood that the rate on the bonds was 
only four per cent—the local folks had 
to pay seven or eight. It was all wrong in 
his opinion—and he frankly said so. This 
sort of conversation was the outcome of the 
excessive demand for accommodations of 
every sort—loans, extensions, secondary 
financing—coming out of the financial sit- 
uation of the post-war period. The cus- 
tomer, harassed by his creditors and seeing 
no way to turn, was convinced that the 
banker, if more liberal, could give greater 
aid. He was certain that the reluctance of 
the bank to give larger accommodations was 
due to some personal feeling on the part 
of the banker instead of being necessitated, 
as was the actual situation, by the impos- 
sibility of liquidating paper already in the 
note case. 

Seldom did the banker 
fully as might have been done. Perhaps 
he did not care what the opinion of this 
customer might be—yet it is good practice 
to have friendly expressions, even from 
those whose business is not given to the 
bank. Public opinion is always a power, 
for either good or ill. 

It would have been helpful for this ob- 
jector and his friends to have known that 
before the bank can pay its stockholders 
and perform other operations that go 
into its management it must every day 
earn, taking the year’s average, that day’s 
cost of doing business. He did not—per- 
haps could not—mentally put* himself in the 
banker’s place. 


The Banker’s Problems 


HE cold fact is that the public seldom 

does take into account the banker’s prob- 
lems. They are plenty—and it is doubtful 
if he realizes exactly just what they are. 
The Nebraska banker did not. He had 
never considered that it cost him one hun- 
dred dollars to open his bank’s door in the 
morning of any business day—that he must 
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explain this as 


make more than one hundred dollars clear 
profit if he were to continue in business. 

Frequently the banker acts as if he had 
lost sight of this important factor in his 
success. For instance, it was found in a 
survey made in the Middle West a few 
months ago that some rural banks were 
paying as high as 6 per cent on time cer- 
tificates; scores of them were paying 5 per 
cent; another large portion was paying 4 
and only a bare half dozen in four states 
paying as little as 3 per cent. The banks 
paying 6 per cent were giving away the 
profits needed to maintain their business 
standing. They were paying a premium for 
the deposits—more than they could secure 
from investing the money. Why do they 
do it? The common explanation is that they 
have gradually reached that point through 
rivalry and competition and are afraid to 
change to a lower rate lest deposits be with- 
drawn and they are in no position to have 
such withdrawals occur. So they go on 
paying for deposits more than they can af- 
ford and lessening the income needed to 
compensate for opening the door. 

The customer has his side of this prac- 
tice. To meet the added expense attached 
to the payment of high rates on time de- 
posits there must, if the banker is to play 
even, be a charge for interest on loans 
higher than otherwise might be necessary. 
In other words, the borrower who must 
have funds with which to carry on his opera- 
tions is penalized in order that the investor 
with his money drawing interest may have 
a higher income. The bank is not a char- 
itable institution but there seems to be some 
justice in a fair equalization and this is not 
possible if there is to be too great expense 
at one end necessitating higher charges at 
the other. It comes finally to the question 
of whether or not a bank can afford to buy 
business, whether it can pay more for de- 
posits than it is possible for it to secure 
in income from such deposits. 


The Small Check Drain 


HEN take the small check charge. Talk- 

ing with a newspaper circulator the 
other day I discovered that he collected 
fifty cents a month from something more 
than a thousand subscribers. He had just 
made a round of one ward and had a pile 
of checks, over two hundred of them, for 
fifty cents each—and most of them written 
with lead pencil. The public has been edu- 
cated to use the bank check instead of cur- 
rency and does it with a generosity that 
has no relation to the cost of handling the 
accounts. Yet when the banks of a town 

(Continued on page 856) 
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Delivered in USA 
Easy terms if desired 


Adding Machine 


Adds to $1,000,000.00 


Standard visible key- 
board. 


Right hand control. 


Slightly larger than a 
letterhead. 


Easily carried from 
counter to office, desk 


to desk, or business 
to home. 


Backed by Burroughs 


nation-wide service. 


In eight months, 22,326 Burroughs Portable Adding Machines 
have been sold. These machines are giving such satisfaction 
that re-orders are coming in daily. For demonstration of 
this machine call the local Burroughs office or write to— 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT MICHIGAN 


BURROUGHS -PORTABLE ADDING MACHINES ALREADY SOLD 


When writing to advertisers please mention the American Bankers Association Journal 
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SEEKING NEW BUSINESS 
ON OUR RECORD 


As a Chemical Depositor 
you will find that this 
Bank is just as interested 
in holding your account 
as it was in securing it! 


IN FACT, MORE INTERESTED, BECAUSE 
THERE’S MORE OCCASION FOR IT. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


Earnings of Banks Go Up During 1925 


HE net earnings of banks in the United 

States increased during the last half of 
1925, it is indicated by the report of earn- 
ings made by the state banks and trust 
companies throughout the United States 
that are members of the Federal Reserve 
System. 

The 1436 banks in this class earned 13.1 
per cent on their invested capital during 
the last six months of the past year, as 
compared with 12.5 per cent for the first 
half of 1925. Of the total earnings about 
80 per cent represented interest and dis- 
count on loans and investments. For the 
corresponding six months of 1924, the net 
earnings of these member banks was 10.6 
per cent on their invested capital. 

The total expenses of the banks amounted 


to $281,700,000, which was an increase of 
$22,400,000 over the last six months of 1924. 
The principal increase occurred in salaries 
and wages and in interest on deposits, which 
now constitute 27.4 per cent and 47.3 per 
cent, respectively, of the total expenses, ac- 
cording to the Federal Reserve Board. 
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Most Bank Failures in 
Small Towns 


HE failure of banks is primarily the 

problem of the small town and more 
generally the fate of the bank with little 
capital. Of the suspensions that have been 
recorded during the past two years, more 
than 96 per cent of all were found in towns 
that had a population of less than 25,000. 
The average amount of capital invested in 
the defunct institutions was roughly only 
about 40 per cent of the capital of the aver- 
age bank in the United States. 

These are the outstanding conclusions that 
may’ be drawn from the survey of bank 
suspensions for 1924 and 1925 that has been 
made for the Federal Reserve Board by its 
staff investigators. 

The survey sets forth only the bare facts 
and does not enter upon a consideration of 
the fundamental causes for bank failures. 
It recites, however, that a total of 1389 
banks suspended during the years of 1924 
and 1925 and points out that nearly half of 
all the closed banks were located in towns 
that did not have five hundred inhabitants. 

There was an improvement in the situa- 
tion during 1925, when there were fewer 
banks to announce their inability to meet 
the demands of their depositors. The year 
before there were 777 banks with deposits 
of $213,444,000 to suspend. During 1925, 
the number of failures was reduced to 612 
banks, holding deposits of $172,900,000. 

As is generally known among bankers, the 
bulk of these suspensions may be attributed 
to losses that were sustained on loans and 
investments made before the crash in prices 
came during the period of deflation. 

It is possible that a number of the banks 
which got into financial troubles during the 
past year will later be found able to meet 
all demands made on them or ultimately will 
be restored to solvency. While the number 
of failures is impressively large, the actual 
loss to the depositors promises to be less 
than $50,000,000—in the light of past ex- 
perience as to what percentage of the de- 
posits is ultimately paid. 


Speed Kings 


ISTING 150 checks in 2 minutes 6 2/5 
seconds, R. Hartley, of the National 
City Bank, won first place in an adding 
machine contest held in May by the New 
York chapter of the American Institute of 
Banking. 

Miss V. Barney of the New York Fed- 
eral Reserve Bank was first among the 
women contestants, her time being 2:19 3-5. 

What is claimed to be the national record 
for listing 150 checks on a hand operated 
adding machine was set in 1923 by C. V. 
O’Connell, of the National City Bank, when 
he performed this operation in one minute 
52 2/5 seconds. 

3etter records have been made in contests 
held in other cities where the contestants 
used motor driven adding machines. Miss 
Rose M. Willins, of the United States Na- 
tional Bank of Denver, listed 150 checks in 
110 seconds, while Pascal Gallot, of the then 
Crocker National Bank, performed a similar 
feat in 1 minute 52 2/5 seconds. 

All of the items were listed accurately. 
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Big City Safe Deposit Service in 
The Country Bank 


By B. O. MOODY 


Vice-President, First National Bank, Amherst, Mass. 


Barring Limitations of Equipment and Watchman Protection, 
There is No Reason Why a Country Bank Can Not Render 
Same Quality of Service as a Metropolitan Bank. A Modern But 
Simple System of Handling the Business in a Formal Manner. 


HE traffic manager of a small con- 
necting railroad in one of the larger 
cities presented himself at the door 
of the traffic manager of one of the 
trans-continental roads. He had sent in a 
pass on his little road to the traffic manager 
and sat in the anteroom awaiting action 
on his request for a similar privilege over 
his road. After some delay the traffic 
manager of the trans-continental line came 
out, looked the little fellow over and said: 
“We can’t give you any pass over our road 
in exchange for a pass over your road.” 

“Why not?” he asked. 

“Why, our road is nine thousand miles 
long. Yours is nothing but a little con- 
necting railroad four miles in the center 
of this city.” 

The little fellow said, “But ours is just 
as broad.” 

This story expresses how the country 
bankers feel about the safe deposit busi- 
ness when comparing their activities with 
those in the large cities. They are not as 
“long” but the problems involved are just 
as broad, and in proportion to the size of the 
business the responsibilities are just as 
great. If one reads in the papers of the 
bandits, who operate around the country 
banks, I think it will be agreed that the 
risk in many cases is greater. 


A Source of Humor 


AFE deposit business of the country bank 
has justified itself and its existence for 
many years on one ground alone, for even 
as our country boys have furnished a never 
ending stream of youth and energy to our 
city to renew its life blood, so the safe de- 
posit business of our country banks has 
furnished our city cousins with a never 
ending stream of joy and delight and 
humor. For what could bring a greater joy 
to the heart of a city vault manager than 
to hear of the story, which was true, of a 
man who was a country banker in New 
England? He came down to the bank one 
day and found that his clerk had allowed 
a customer to come in the day before and 
the customer had walked off with the guard 
key. The safe deposit business of the bank 
had to be suspended until thé clerk could 
go around to each of the 150 customers and 
see who was the last man in the bank. 
I am sure any city vault manager would 
find considerable joy in hearing the ques- 
tion asked by a New Hampshire banker in 


one of our recent Massachusetts meetings 
of those interested in operating safety de- 
posit vaults. 

He said, “I have heard a great many dis- 
cussions in these meetings of the care you 
people use in letting people into your safe 
deposit boxes, but now I would like to hear 
discussed just what you would do if you 
had made a mistake and Iet a man into the 
wrong box.” 

One man said in a low voice, “I would 
pray.” 

Another man said, “I would trust in the 
Lord to get the contents of the box back 
before the owner knew it.” 

This did happen in Massachusetts. A 
man came in our bank one day in a hurry 
and said he wanted to get into his father’s 
box. 

We said, “You are not a deputy for your 
father. We can’t allow you to go into that 
box.” 

After he cooled down a little he said, 
“What do you keep that big key ring for 
anyway ?” 


Same Quality of Service 


UR own little bank is the only bank 

in a town of 6000 people. We have 
650 safe deposit boxes, and during the 
month of April I find there were about 
300 entrances. 

We base our safe deposit service on the 
fundamental belief that, barring limitations 
of equipment and of police and watchman 
protection, there is no reason why a coun- 
try bank can not render practically the 
same quality of service as the large city 
bank. That is our fundamental belief. 

Being the only bank in-our community, 
and not having to exercise our energy in 
getting business from some other bank as 
I understand competition in the city forces 
banks to do, we feel we have a double ob- 
ligation to render as adequate and_ high- 
grade service as we can possibly give. Many 
of our customers are our friends. Most 
of them are acquaintances, and while we are 
glad to do business with our friends and 
acquaintances, yet we recognize that there 
are responsibilities and risks in the safe 
deposit business. 


A Simple But Modern System 


UR system is very simple but we think 
it is modern. We have a subscription 
card which a person fills out when he cames 
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to the bank to open a box the first time. 
Then we have our signature system, and 
each person entering his box is required to 
sign his name and put the number down. 
That is initialed and the time stamped by 
a time-clock. It gives a complete record. 

We do it for several reasons: 

First we feel there is a definite legal 
reason. We can take it as evidence into 
court. We never have had to and we pray 
we never will have to. As far as I can see, 
it is the only legal evidence a bank can have 
to prove that the man entered at a certain 
time, because that is witnessed at the time 
the signature is made. 

The second reason is that in the event 
there is any question about identification, 
the signature of the man is there and his box 
number is there, and it gives our attendant 
an opportunity to check the description with- 
out causing the bank any embarrassment 
and without causing the customer any em- 
barrassment. 

The third is—and I think this is impor- 
tant in a country bank—that we provide 
a definite formal procedure for every cus- 
tomer. One of the greatest sins of the 
country bank is the old sin, “Familiarity 
breeds contempt,” and that is the thing we 
try to avoid for the simple reason that we 
country bankers have to depend more upon 
the confidence of the people than upon 
equipment. The banks operating in the 
cities have tremendous vaults and can lean 
back and say they have the equipment to 
take care of any possible contingency. The 
country bank can not be so reassuring; con- 
sequently it has to depend more upon the 
confidence that its customers have in it. 

Our keys are kept in a key drawer in 
one of the boxes and our attendant is only 
able to get to that box in the presence of one 
of the officers of the bank. There are three 
doors separating the lobby from the vault. 
The customer has to pass two of those gates 
before he gets into the vault and he does 
not get into the vault through the third 
door until he signs his name and is identified. 

It is not possible in a country bank to 
get quite the fool-proof protection from 
individuals that the city bankers are able 
to obtain. We have to rely more, if pos- 
sible, upon the personal integrity of our 
employees. But I venture to assert that 
if a check were made of the losses in the 
country banks caused by the dishonesty of 
the employees in the safe deposit depart- 
ment, it would be found they were small. 
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The Hand of a Great Service 


Americans who have traveled much in 
foreign lands will tell you that there is no 
more welcome sight to a troubled traveler 
than a courier of American Express. 


Intelligent, efficient, courteous, inspiring 
confidence, bringing relief —American Ex- 
press couriers are the embodiment of the 
helpful, personal Service they represent— 
the Travel Service of American Express 
Company. 


Banks everywhere assure this Service to 
their travel patrons when they sell them 
AMERICAN EXPRESS TRAVELERS 
CHEQUES. 


When writing to advertisers please mention the American Bankers Association Journal 
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Seven. Cities Invite Bankers 


\ 


The chairmen of the Convention Sightseeing Committees in the seven western cities. 


WS 


They are: (1) J. F. Sullivan, Jr., assistant 


cashier, Crocker-First National Bank, San Francisco; (2) W. T. Triplett, vice-president, Spokane & Eastern Trust Co., Spokane; 

(3) A. W. Moore, vice-president, Oakland Bank, Oakland; (4) J. T. McVay, president, Metropolitan National Bank, Seattle; 

(5) R. C. Wilson, assistant cashier, The National Copper Bank, Salt Lake City; (6) E. H. Sensenich, president, West Coast 
National Bank, Portland, and (7) F. J. Belcher, Jr., president, First National Bank, San Diego. 


N order that those who attend the 

American Bankers Association Con- 

vention in Los Angeles next October 

may get the maximum of benefit and 
pleasure from the trip, bankers of other 
Western cities will cooperate. 

Seven places have made arrangements thus 
early to entertain the bankers who may 
stop off, either going or returning from the 
big meeting. Every opportunity will be 


given to see all points of interest and see , 


them under the most favorable circum- 
stances. Committeemen will be in waiting 
with automobiles, so that enjoyable tours 
may be made with a minimum of delay. 
Here are the cities to which the delegates 
to the Assqciation are especially invited, 
and here is what the Chairman of the Com- 
mittee in each place has to say in inviting 
the bankers of all sections of the United 
States to accept the hospitality of his city: 


Salt Lake City 


66QALT LAKE CITY offers many at- 
tractions to the traveler from both a 
scenic and historical standpoint. 


“The city is surrounded on all sides by 
mountains. Many canyons are easily ac- 
cessible by automobile, and in the Fall offer 
a wonderful variety of color and scenic 
grandeur. 

“To the west lies Great Salt Lake, one 
of the wonders of America. 

“The associated banks and trust companies 
of Salt Lake City are preparing to extend 
a hearty welcome to all delegates who pass 
through the city in October en route to and 
from the Convention of the American Bank- 
ers Association, and extend a most cordial 
invitation to all delegates to include Salt 
Lake City in their itinerary either in going 
to or coming from the convention.”—R. C. 
WI son, Chairman. 


Spokane and the Inland Empire 


sel ec bankers of the city of Spokane 
and the ‘Inland Empire’ cordially ex- 
tend to all bankers who may be attending 
the convention of the American Bankers 
Association at Los Angeles an invitation to 
stop over, en route, at the city of Spokane. 
They are looking forward with pleasure to 
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an opportunity to take their visitors on 
sightseeing trips through the Inland Empire. 

“Here they will find a hustling, thriving 
city of 125,000 people, with broad, clean 
streets and buildings noted for their archi- 
tectural beauty. 

“It is situated in the heart of a rich ag- 
ricultural, mining and lumber district, ap- 
proximately 150 miles in diameter. A roar- 
ing river flows through the city, generating 
sufficient horse power as it goes to light 
the city and surrounding territory and to 
run the street railway system, manufactur- 
ing plants and one of the trunk line rail- 
roads. This river winds its way through 
rockbound hills and canyons and over nu- 
merous falls, until it is finally swallowed 
up in the Columbia River, a short distance 
to the west. 

“There are seventy-six beautiful lakes 
within fifty miles of the city, and these may 
be reached in a short time by auto. Beau- 
titful Hayden Lake is equipped with an in- 
viting tavern and an eighteen-hole golf 
course. 

“The Spokane Country Club offers a won- 
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derful opportunity to those who would in- 
dulge in golf and beauty at the same time. 

“Bankers are urged to stop over in Spo- 
kane and partake of our hospitality.”—W. 
T. TripLett, Chairman. 


Seattle and Mt. Rainier 


66 MOST cordial invitation is extended 
to all delegates to either go or re- 
turn by Seattle. 

“The Committee will have representatives 
at the Olympic, Seattle’s fine new hotel, and 
will hope that all bankers traveling this way 
will make their presence in the city known, 
and especially that large parties or special 
trains will advise the Committee before 
reaching Seattle of the date and hour of 
their expected arrival. 

“Automobiles will be provided for sight- 
seeing around the city and suburbs, and 
every assistance given for the pleasure of 
those who may desire to visit Mt. Rainier, 
Victoria or other points of interest adjacent 
to the city, as well as for any who may 
wish to play golf.”—J. T. McVay, Chair- 
man. 


Portland and the Columbia 


66 HE bankers of Portland, Ore., the 

most beautiful city of America, ex- 
tend to all delegates to the Los Angeles 
Convention a cordial invitation to stop over 
for at least a few days in the Rose City on 
their way to or from the Convention City. 
In the midst of a vast area of scenic gran- 
deur Portland is always attractive to her 
guests and a constant source of delight and 
pride to her people. Situated at the head 
of ocean navigation on the mighty Colum- 
bia River and at the confluence of this and 
the Willamette River, Portland is the nat- 
ural and economic distributing center of a 
great empire covering Oregon and a large 
part of the States of Washington and Idaho. 
The largest freight vessels afloat can travel 
110 miles inland to Portland, which has 
spent $20,000,000 for construction of ter- 
minals and port facilities and has twenty- 
nine miles of waterfront within its limits. 
Portland is the largest lumber manufactur- 
ing city in the world, exports more lumber 
than any other city in the world, more 
wheat than any other city in the United 
States and is the second largest primary 
wool market in America. She is pre- 
eminently great in all lines of business and 
financial endeavor in the Pacific Northwest. 
Route your Convention trip through this 
great and beautiful city. The bankers of 


Portland will appreciate your visit and greet 
you most cordially, and if you will allow 
them the time, they will take you over the 
world-famed Columbia River Highway.”— 
E. H. SENsENIcH, Chairman. 


Frisco and the Golden Gate 


66 HE bankers of San Francisco are 

looking forward with pleasure to the 
opportunity of entertaining the delegates to 
the Convention of the American Bankers 
Association. 

“We earnestly hope that every banker who 
makes the trip to the Pacific Coast will 
arrange to spend a few days in San Fran- 
cisco, either on his way to or from the 
Los Angeles Convention. 

“Those of you who have already visited 
San Francisco we know will want to come 
again; those of you who have not been 
here we hope will not miss this opportunity. 
Ours is the City of the Golden Gate, loved 
by Mark Twain, Bret Harte and Robert 
Louis Stevenson. Here are the scenes of 
many of their stories, from here they took 
many of their characters. 

“Ours is the last link between the Oc- 
cident and the Orient, the place where tongue 
and custom are varied and where life is full 
of opportunities. 

“We welcome you to our places of amuse- 
ment and interest, to our Chinese and our 
Latin quarter, to our golf courses and to 
our parks. Spend a few days with us, and 
we assure you that you will always remem- 
ber your visit and that you will look for- 
ward to coming again.”’—J. F. SuLtivan, 
Jr., Chairman. 


Oakland—Industrial Capital 
of the West 


66].N Oakland, the Industrial Capital of 
the West, you will find such a welcome 
as only a city of industrious, happy, pros- 
perous people can give a visitor. Located 
on the continental side of one of the world’s 
greatest harbors, Oakland is endowed with 
the natural advantages of ideal industrial 
development and unsurpassed opportunities 
for the building of homes and a future. 
“You will be shown the ever-expanding 
industrial district, where numbers of na- 
tional business organizations have established 
their western manufacturing and distribut- 
ing headquarters. You will be shown also 
the miles and miles of beautiful rolling hills 
upon which workers in these factories and 
business executives have built and are build- 
ing their homes. 


“Oakland has the ideal year-around cli- 
mate for both work and play. Water trans- 
portation, rail terminals, manufacturing and 
business, for work; boating, hiking, golf, 
riding and motoring, for play. You will 
find Oakland neither too hot nor too cold; 
the weather will be just right when you 
arrive here in October, so come prepared 
to spend an enjoyable and profitable time 
with us. Your happiness will be our pleas- 
ure.”—A. W. Moore, Chairman. 


San Diego and Old Mexico 


é¢Q@AN DIEGO, one of the rapidly grow- 
ing communities of Southern Califor- 
nia, should be included in the itinerary of 
the delegates to the American Bankers As- 
sociation Convention in Los Angeles. 

“Five hundred thousand people each year 
visit San Diego, a city of only 140,000 pop- 
ulation. They come from every State in 
the Unien and nearly every city in every 
State. San Diego has many unusual and 
interesting surprises for visitors, and we 
want the bankers of America and the ladies 
accompanying them to the Convention in 
Los Angeles to see for themselves just what 
their own fellow townsmen are coming out 
here to see each year—and, like all of Cali- 
fornia, we want them to have a good time 
all the time they are in the State. 

“It is the earnest desire of the San Diego 
Committee that the Convention party will 
plan, either en masse or in smaller groups, 
for sufficient time in San Diego to allow us 
an opportunity to take them on a trip to 
several of the most interesting spots in and 
around our city. 

“One such place is the site of the old 
Spanish lighthouse on the peninsula of Point 
Loma, where there is a sheer drop of 400 
feet to the Pacific Ocean on the west, and 
an equal drop to the harbor entrance on 
the east, and from which point one may 
stand with his back to the ocean and see en- 
tire ranges of blue mountains, from those 
near Los Angeles on the north to the desert 
peaks on the east, and on south to the wild 
mountainous region across the Mexican 
frontier. 

“Other places you will want to see are 
the old Mission San Diego de Alcala, where 
the white man’s civilization started on our 
Pacific Coast; the miles of snow-white bath- 
ing beaches; Coronado; the great Govern- 
ment training stations for the Navy and 
Marine Corps; the 1400 acre Balboa Park, 
and you will want a trip into Old Mexico, 
and so on.”—F. J. BELCHER, Jr., Chairman. 
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Sunlight Changed 


Bank of Italy, Sacramento, California. 
Equipped with Western Venetian Blinds. 


Mail Coupon for Free Catalog. 


WESTERN VENETIAN BLIND CO., 
Dept. A-6, 2700 Long Beach Ave., Los Angeles, Calif. 


Gentlemen: Please send me your free illustrated catalog 
showing installations of Western Venetian Blinds. 


HIS modern window equipment 
reflects direct rays of sunlight to the ceiling 
where they are again reflected and diffused. 

Thus, sunlight is changed to subdued, restful daylight. 


. . . Ventilation, too, is controlled. Draft is avoided 


because air currents are diverted upward. 


. Because of this superior and unequaled service, 
because of the pleasant environment created, because 
of the beauty of uniform appearance, and because of 
greater economy, leading banks everywhere now use 
Western Venetian Blinds. 


Western Venetian Blinds 
MORE LIGHT~MORE AIR~LESS GLARE 


VENSTIAN BLIND COMPANY 
New York my 


When writing to advertisers please mention the American Bankers Association Journal 
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Congress On Record Against State-Wide Branch Banking 


ONGRESS has laid down a national 

policy prohibiting national banks from 
engaging in state-wide branch banking. Both 
the House of Representatives and the Sen- 
ate have enacted bills containing this pro- 
vision. 

The Senate, in May, passed the McFad- 
den bill. Before the measure was brought 
up for consideration in the Senate, it was 
amended in several respects and _ these 
changes were approved when the bill was 
passed without a record vote. As it differed 
from the bill adopted by the House of Rep- 
resentatives, it was necessary for the House 
and the Senate to appoint conferees, who 
will seek to work out a compromise that 
will be referred later to the two houses of 
Congress for their final approval. At this 
writing, the bill was still in conference but 
confidence was expressed that the conferees 
would be able to reach an agreement that 
would provide relief for the national banks 
before Congress adjourns. 


HE major difference of opinion between 

the House of Representatives and the 
Senate centers around the issue of branch 
banking in the future. 

Both the House and Senate bills prohibit 
national banks from engaging in state-wide 
branch banking. Both give national banks 
the right to open branches within the limits 
of the municipality in which the parent 
bank is located, provided the state banks 
enjoy the privilege of branch banking. 

The House bill, however, provides, in 
the case of a state which does not, at the 
date of the passage of the measure, permit 
its own institutions to have branches but 
which hereafter gives that permission by a 
change in its legislative policy, that national 
banks may not be permitted to avail them- 


Listed Stocks 


ail Nigro fact that a given security is listed 
on the New York Stock Exchange 
cannot be taken as any guarantee or special 
indorsement of the security by the exchange. 
The only cases on record where the Stock 
Exchange has actually urged investors to 
buy specific securities have occurred in con- 
nection with the flotation of United States 
Government bonds in various government 
crises, and this has, of course, been done 
through purely patriotic motives. Yet the 
danger which the Stock Exchange runs in 
specifically indorsing any security was shown 
very clearly in recent years with the Liberty 
Loans. 

“In spite of the fact that these loans were 
unanimously admitted by the best investment 
experts to be the safest security in the world, 
nevertheless they sold off about 20 per cent 
shortly after they were issued and caused 
large losses to thousands of people all over 
the country. When such an experience 
could be had with an admittedly gilt-edged 
security, the possible results of a similar in- 
dorsement by the Stock Exchange of the or- 
dinary run of securities need not be com- 
mented upon further.".—E. H. H. Simmons, 
president, New York Stock Exchange. 


selves of that future change of policy in 
the state. The object of this provision was 
to freeze the situation at this time to prevent 
the spread of branch banking to any more 
territory. 

The Senate took the position that if a 
state hereafter changed its policy and per- 
mitted its institutions to have branches, 
national banks should be permitted to take 
advantage of the permission thus given so 
far as concerns the territory included within 
the limits of the city, town or village in 
which the parent is situated. 


HE Senate decided that it would be wise 
to take existing conditions as they stood, 
respecting branches, not upsetting any 
branch or requiring its discontinuance but 
rather crystallizing the situation as it exist- 


“ed at the date of the approval of the act. 


It therefore decided that state banks, having 
branches, might join the Federal Reserve 
System and retain the branches they had 
at that time. However, it laid down the 
law that any branches established in the 
future by state banks outside of the city in 
which the parent institution was located 
could not be brought into the Federal Re- 
serve System. 

Senator Pepper, of Pennsylvania, who 
presented the bill to the Senate, said that 
a great many provisions in the bill gave 
rise to little or no difference of opinion 
between Senators or between the House and 
the Senate. These, he said, would contrib- 
ute greatly to the convenience of national 
bank administration, by improving the in- 
ternal mechanism for running the bank, 
simplifying the process of consolidations and 
otherwise giving the national banks an equal- 
ity of opportunity in the conduct of their 
business. 


HE Senate added a few new provisions. 
It substituted for the Kern amendment 
to the Clayton Anti-Trust Act, which pre- 
vents persons from being at the same time 
directors of state banks and national banks 
where there is substantial competition be- 
tween them, the provision which makes the 
test of dual office holding or employment 
not the existence or non-existence of com- 
petition but compatibility with the public 
interest as determined by the Federal Re- 
serve Board. Senator Pepper explained that 
the reason for this change was that under 
the law as it now exists it has been found 
as a practical matter that rather than sur- 
render the advantage of a certain person on 
the boards of two banks, the banks deliber- 
ately recede from the competitive business 
and that, in some cases, this results in failure 
to serve-the financial needs of a community. 
The Senate bill makes it possible for a 
national bank to issue stock with a par 
value of less than $100. The reason for 
this amendment was that the market value 
of many national bank stocks is so high as 
to put them beyond the reach of small in- 
vestors. It is believed that if Congress per- 
mits shares of capital stock to be issued 
with a par value of $50, or some other sum 
less than $100, the purchasing power of the 
small investor will enable him to acquire 
stocks which are now beyond his reach, and 
there will be a wider diffusion of bank 
stocks. 


The Senate adopted a final amendment 
which gives the Federal Reserve banks the 
same character of indeterminate charter that 
the national banks have. 

The Federal Reserve Board approved the 
banking legislation in the form that it was 
laid before the Senate, it was announced. 


How Declining Activity in Florida Affected Bank 
Deposits 


HE decline in the activity of the Florida 

real estate market has been reflected in 
a decrease in bank deposits in the state 
banks. From September 31, 1925, to March 
31, 1926, there was a decrease of $51,767,688 
in deposits, according to Ernest Amos, 
State Comptroller. He predicted that the 
deposits would go lower, as it is the natural 
tendency of banking in Florida to reach 
the lowest point about September. The $51,- 
000,000 decrease was 10.3 per cent while 
the decrease in loans was only 3.5 per cent. 
Ordinarily, bank deposits go off about 13 
per cent during the year in Florida, it was 
stated, but during 1926 it is anticipated that 
the decline will be sharper, as bankers be- 
lieve that the amazing growth in deposits 
has been too rapid to be of a permanent 
nature. 

The amount of money on deposit in 
Florida state banks, however, is vastly more 
than the total of a few years ago. At the 
close of 1924, bank deposits were $197,000,- 
000. At the end of 1925, the banks had 
$502,000,000 on deposit. 

There were 282 banks and trust companies 


reporting to the Comptroller at the end of 
March, 1926. During the preceding year, 
twenty-seven state banks and trust compa- 
nies were organized and charters had been 
approved for fifteen other institutions that 
had not then opened for business. There 
were then ten applications for new banks 
pending and not acted upon. The state au- 
thorities denied forty-three applications for 
new bank and trust company charters during 
the period. The Comptroller arbitrarily re- 
fused to grant charters to any trust company 
that did not have a surplus of at least $50,- 
000 to start with, as he insisted there should 
be at least this much protection to the public. 

The national banks, of course, are not cov- 
ered by the State Comptroller’s report. 


Gold Movement 


As a result of the reversal of the gold 
movement between this country and Canada, 
there was a net export of $4,800,000 of gold 
from the United States in April, the first 
export balance since last November. 
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TWATER KENT 
RADIO 


No job lots for sale 


Production of Atwater Kent Receiving Sets and 
Radio Speakers is carefully controlled in the big- 
gest radio plant in the world. 


Demand is accurately estimated—and factory 


requirements are adjusted to meet it. 


Throwing over-produced merchandise on the 
market is unknown to this company, for we have 


no such merchandise. 


Consequently, Atwater Kent dealers and dis- 


tributors have no job lots for sale. 


ATWATER Kent Manuracturinc Co., 4808 Wissahickon Ave., Philadelphia, Pa. 
A. Atwater Kent, President 


When writing to advertisers please mention the American Bankers Association Journal 
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Bonds That Are Legal 


HE area of mortgage bonds that are 

legal for the savings banks of various 

states and appropriate as well for 
trustees of estates, is gradually widening. 
This denotes a greater appreciation of the 
quality of bonds other than those of rail- 
road companies and it also is indicative of 
the difficulty that savings institutions are 
having in finding a satisfactory outlet for 
their increasing deposits. 

Last year the JouRNAL told of the broad- 
ening of the field of legal bonds, particularly 
in the New England states. There has 
been more liberality in Rhode Island, New 
Hampshire, Connecticut and Vermont in 
the way of extending the legal privileges to 
public utility mortgages than in some of 
the states of greater banking resources. In 
New York, particularly, it has required 
many years of constant education in the 
merits of bonds of gas and electric com- 
panies to bring a bill legalizing them before 
the legislature with any prospect of success. 
This spring, however, such a measure was 
introduced and has passed the assembly, but 
went no further. It will undoubtedly be 


Peak Demand Passes 


E peak in the demand by European 
countries for short-term loans from the 
United States appears to have passed, ac- 
cording to the Commerce Monthly issued by 
the National Bank of Commerce of New 
York, but in some countries there, still exists 
a considerable shortage of working capital 
and it seems probable that demand for 
American funds will continue. 
“Notwithstanding improvement in Europe 
and specifically the increase in the current 
capital savings, it will be some time before 
the savings in several countries will take 
care of current capital needs—not to men- 
tion capital required to make good existing 
shortages and to pay interest on newly ac- 
quired indebtedness,” it states. “It seems 
probable, therefore, that for some time in- 
terest rates in parts of the Continent will 
remain somewhat higher than in the United 
States. However it is not to be expected 
that in the countries where the currencies 
have become stabilized we shall in the future 
see anything like the wide divergence of 
rates from American rates that has up to 
recently existed.” 


Tax Exemption Change 


N July 2, there will be a change in the 
tax exemption features of government 
bonds. 

After that date, the income from only $5,- 
000 in the aggregate of Liberty 4’s, 41%4’s and 
334’s held by an individual will be exempt 
from Federal surtaxes, as against $55,000 


aggregate holdings exempt at present. It is 
anticipated that these individual investors, 


who are subject to the heavy surtaxes, will 
shift from government bonds to full tax ex- 
empt municipals, to a certain extent. 


By W. A. LLOYD 


brought up again when the legislature meets 
in 1927. 


i Massachusetts there is another measure 
of similar character which has passed 
both houses and now awaits the governor’s 
approval. This bill adds nearly two score 
public utility bonds to those already legal 
and thereby greatly broadens the scope 
of institutional buying. That state also 
has taken a forward step in Senate Bill 
No. 178 which will make legal the equip- 
ment trust obligations of the four leading 
New England railroads as well as those of 
15 roads operating in trunk line territory, 
in the South, Northwest and on the Pacific 
Coast. It requires that the equipment trust 
issues be secured by a first chattel mortgage 
or a lease and conditional sale of, new rail- 
road equipment of standard grade in an 
amount not exceeding 80 per cent of its cost. 
The entire indebtedness must be cancelled 
within 15 years. As equipment trust certifi- 
cates of strong companies are regarded in 
quality of interest next to government 
bonds there is no sound reason why they 
should not be entered upon the legal lists of 


all states. 

We do not find that the bonds of indus- 
trial companies have reached a status where 
they are permitted legality to any degree. 
However, a recent issue advertised in New 
York carried the line that it was regarded 
as legal for savings banks in Michigan. 
This was the mortgage of a company en- 
gaged in the distribution of building sup- 
plies in Detroit and vicinity. The average 
net earnings of this concern are close to six 
and a half times the maximum annual in- 
terest charges on these bonds which, to- 
gether with the careful way in which the 
mortgage is drawn and provisions for the 
future, assure abundant protection for the 
investor. The legal provision is that the 
bonds must be secured by mortgage lien 
upon unincumbered real estate worth at 
least twice the amount loaned. Gradually 
therefore, the opportunities of savings 
banks trustees for diversifying their invest- 
ments are increasing and in this day of 
competition for deposits and rising rates 
of savings banks interest this is of great 
importance to the individual buyer of bonds 
as well as to his depositors. 


National Bank Resources Down 


HE resources of national banks on 
April 12 were lower than they were in 
December by nearly a billion dollars but 
were more than a billion dollars in excess of 
the resources reported in April, 1925, the 


statement of condition of the 8000 national 
banks reporting to the Comptroller of the 
Currency shows. 

The combined figures show these pertinent 
changes : 


Total Change Since December 31 

April 12 Decrease Increase 
Loans and discounts $13,301,306,000 $233,972,000 
Government securities 2,540,823,000 $18,013,000 
Paid in capital ......ccccccccccccseacs 1,410,434,000 31,333,000 
Surplus and profits 1,689,223,000 46,415,000 
Demand deposits 10,691,398,000 652,950,000 


No Cause for Pessimism 


HE record of net earnings of the miscel- 

laneous industrial companies, which pub- 
lish quarterly reports, indicates that business 
is doing quite well. Of ninety-seven com- 
panies, seventy-three showed increased earn- 
ings over the first three months of 1925 and 
some of them made higher profits than those 
of 1923—the most prosperous year for most 
companies since the war. 

The National City Bank cites this in its 
June letter as “indisputable proof that busi- 
ness has been making a good record finan- 
cially. With relatively few exceptions, the 
figures show increases over 1925,” it states, 
adding that “while the recent slackening of 
operations in some industries suggests that 
second quarter figures will fall somewhat be- 
low those of the first quarter, there is pros- 
pect of their continuing better than a year 


” 


ago. 


Bank Investments Grow 


HE liquidation of stock market loans 

has diverted funds into the bond market, 
it is indicated by the returns of the member 
banks that report to the Federal Reserve 
banks. Collateral loans of these banks on 
May 19 were well down from the totals of 
the early months of 1926, but the invest- 
ments of these banks touched the high point 
of the year at $5,699,000,000. 

This was an increase of more than $264,- 
000,000 over the January low point in bank 
investments. The increase was due to larger 
holdings of securities other than government 
securities. 


Law 


HE Cuban Congress has passed the 
Lopez banking law, regulating the activi- 
ties of banks in Cuba. 
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Hammermill produces the pulp, makes the 
pulp into paper and then sensitizes that paper 
to produce Hammermill Safety. All this work 
is done in one mill under one control. 
The result is superior quality, a strictly 
standardized high grade Safety Paper. 


We will be glad to send you samples of 
Hammermill Safety. 
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England Levies Tax on Betting 


By CHARLES E. LYON 


American Trade Commissioner 


An Interpretation of the British Budget for 1925-26, Facetiously 
Termed the “Chicory Budget” Because Chicory Received 


the Only Downward Revision of Tax. 


Financial Difficulties 


Due to the Growing Tendency to Lean on the Government. 


HE British Chancellor’s exposition, 

on April 26, of his financial plan 

for the year ending March 31, 1927, 

did not satisfy the desire for the 
spectacular, as expenditures in the coming 
year are estimated to repeat, almost to a 
pound, the total that was expended in the 
year just closed. Accordingly there was no 
opportunity for a gratifying announcement 
of moderated taxes and just as little neces- 
sity for imposition of heavy new imposts. 
Certain schedules of last year’s budget were 
more lucrative than was expected and prom- 
ise to continue to be profitable sources of 
revenue; additional schedules, on the other 
hand, appear to represent waning sources of 
income, in some cases promising to dry up 
entirely. As a consequence, there is always 
the need to reconstruct the financial plan 
to some degree and this year the Chancel- 
lor’s task has been to perform this recon- 
struction in such a way as to cause the least 
interference with an improving business 
position. This task was handled by Mr. 
Churchill with his customary resourceful- 
ness, but even at best there was little of 
the dramatic about his announcements. It 
is probably on this account that the new 
budget was referred to by the press, to some 
extent, as commonplace and disappointing. 
It is the usual practice, in political circles 
and the press, to stigmatize or exalt each 
year’s budget by an appellation that will 
catch the popular fancy and serve to help 
or to hinder the responsible officials. In the 
present instance there was no outstanding 
feature and no name has been pinned on 
the budget by the press, although one morn- 
ing paper did attempt to discredit it by 
calling it the “chicory budget,” in allusion 
to the fact that chicory received the only 
single downward revision of tax, all others 
being either increased, broadened or diverted. 


Increase and the Coal Subsidy 


T must not be assumed from the above 

that entire stress was placed on recon- 
struction of the revenue side of the balance 
sheet. For many weeks the Chancellor has 
probed every channel that might lead to 
lower expenditure, finally introducing the 
Economy Bill as authorization for certain 
changes in government expenditures on 
social welfare. The general need of re- 
trenchment has been insisted upon and every 
effort made to secure it. As a result, the 
necessary expenditures were placed at a 
figure of £820,641,000. It is with reference 
to securing the funds to meet this set figure 
that the above-mentioned revenue provisions 
were made. After exhausting every source 


Mr. Churchill arrived at the following esti- 
mates : 
£824,750,000 
Expenditure 


Surplus £4,109,000 


Mr. Churchill protests that the £821 mil- 
lions is not properly criticized as an increase 
of £21 millions over last year’s spending, as it 
includes £4 millions estimate left on the coal 
subsidy and £10 millions additional on the 
sinking fund, bringing it up to £60 millions, 
as part payment of the heavy coal subsidy 
of 1925-26. This increase in sinking fund 
appropriation is the item in the whole bud- 
get that has found most favor with city 
financial interests. It is an assurance that 
British credit will remain firm and unas- 
sailable. 

The charge that the government is still 
spending too heavily and not arriving at 
economies is apparently the one that the 
group formulating the budget takes most to 
heart. The Chancellor’s closest advisor re- 
sponded to the opposition attack by saying 
that as long as the British mind remains as 
at present constituted, that is, as long as 
subsidies, government participation and pa- 
ternalistic policies are followed, just so long 
will expenditures remain high and even in- 
crease. The Chancellor is not provided with 
a power of veto of an all-pervading desire 
to lean more and more heavily on the gov- 
ernment. There is too great an inclination 
to regard public moneys as having come 
from nowhere. There is only a vague re- 
lationship, in the public mind, between the 
public purse, which no one ever sees, and 
the private citizen’s purse. Repletion of the 
one involves depletion of the other. 


Other Points of Attack 


SIDE from the opposition charge of 
excessive expenditure other criticisms 
were directed against the budget. One is 
that capital items and bookkeeping adjust- 
ments are too generally held out as revenue 
resources. Thus, a large sum has this year 
been taken from the accumulated surplus of 
road funds of past years and entered as 
1926-27 revenue ; through reducing the three- 
months’ grace allowed for payment of the 
beer excise, to two months, the current 
financial year will get thirteen months’ pay- 
ments in twelve, which is not identical with 
“annual” revenue; special receipts are de- 
rived from sale of surplus war stocks, really 
capital goods, but entered as revenue; final- 
ly, receipts from France toward the war 
debt are credited as income for general pur- 
poses. They may be regarded, perhaps, as 
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part of the sinking fund and thus go toward 
reduction of the deadweight debt, but at 
least they are not so earmarked in the 
budget. 


The Percentage Critic 


NE type of critic of national budgets 

always makes a great point of per- 
centage computation, on the ground that 
particular schedules should never exceed a 
given percentage of some total. Thus, in- 
terest charge on the debt is commonly re- 
garded as excessive when it reaches 50 per 
cent of total expenditure. The British fig- 
ure, considerably below 50 per cent, is there- 
fore safe from criticism. Other percentages 
are less reassuring. Thus, the Floating Debt 
is now 9 per cent of total liabilities, whereas 
before the war it was only 2 per cent. There 
is nothing much in this criticism, as it is 
the trend of the floating debt since the war 
that really counts and here there is real oc- 
casion to “point with pride,” as the total 
has been cut in half in a few years. The 
share that taxation represents to total in- 
come is another favorite comparison. Today 
it is 17 per cent as against only 7 per cent 
before the war. It is not easy to trace the 
exact way in which this affects the general 
welfare; at any rate, it would be exceed- 
ingly hard to set a figure beyond which the 
percentage should not go. 


The Tax on Betting 


HE proposed 5 per cent tax on betting 

is the only spectacular feature of the 
new budget. It is estimated that £170,000,000 
is wagered on horse races each year in Great 
Britain, and Chancellors of the Exchequer 
have long been lured by the possibility of 
laying their hands on some of this by way 
of a turnover tax. A Betting Commission 
made an elaborate inquiry a few years ago 
but decided that a government tax was im- 
practicable, mainly because it imparted a 
more definite status than it was felt that 
betting should acquire. In spite of an as- 
sured protest, on morality grounds, from 
those who disapprove of betting on races, 
although they are less hostile to church 
raffles, and in spite of an equally assured 
wail from bookmakers, who must now sys- 
tematize their books for visits by tax in- 
spectors, Mr. Churchill has taken the long- 
deferred step. He estimates that £50 million 
of the £170 million will escape the impost 
and thus anticipates a revenue of £6 million 
per year. Only “legal” betting is involved; 
street bookmakers and cigar-store books will 
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Outstanding Names 


Many of the great corporations which occupy promi- 
nent positions in our leading industries and whose 
operations involve the employment of thousands of 
men and millions of dollars of capital, borrow directly 
only from the larger banks of a few cities. Banks 
everywhere in the country, however, may and do hold 
the short-term obligations of these companies. 


The large commercial paper house makes this paper 
of well-known, national concerns available to all banks. 
It enables banks, irrespective of their location, to hold 


the same outstanding names held by the principal in- 


stitutions in large financial centers—and provides them 
with a secondary reserve of unquestioned strength. 


For over thirty years, A. G. Becker & Co. has been 
distributing the commercial paper of the foremost con- 
cerns in many lines of industry. It has sold to banks 
in all parts of the country many billions of such obli- 
gations. Our list, at all times, reflects the position and 
buying power of a national organization. 


A. G. Becker & Co. 


137 S. La Salle St. 54 Pine Street 
Chicago New York 
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Big Business Methods for the Farm 


By ROBERT STEWART 
University of Nevada 


Certain Types of Agriculture in America May Develop in the 


Future Along Corporate Lines. 
Farm Products Is Possible. 


Cooperative Production of 
Raising Olives by Group Effort in 


California. Intermediate Credits Obtained at Low Interest Rate. 


NDUSTRY in the United States is de- 

pendent for success on the three fac- 

tors of capital, management, and _la- 

bor. All industry, except agriculture, 
is organized into the corporate form since 
this has been found to be the most suitable 
operating medium for the most efficient use 
of the factors of production. Almost daily 
reports are broadcasted regarding the “mer- 
ger” of smaller concerns into larges ones for 
the more efficient production of commodi- 
ties. 

The corporate form in industry has de- 
veloped largely since the Civil War and has 
come into common use mainly for four rea- 
sons: (1) it is a convenient way to make 
use of group effort to raise money by the 
issue of shares and also to define the rights 
and interests of investors; (2) it is the only 
way in which efficient management can be 
obtained; (3) labor can be more efficiently 
employed, and finally (4) the most effective 
use can be made of labor, management and 
the capital invested. 


Agriculture A Personal 


Industry - 


N sharp contrast to this method in indus- 

try in general, agriculture as it is now 
carried on is essentially a personal industry 
in which neither organized management nor 
organized capital plays any really important 
part. Manufacturing, transportation and 
merchandising enterprises obtain their capi- 
tal for operating purposes largely by the 
issue of share capital while this form of 
capital practically does not exist in agricul- 
ture. There is today no source of capital 
available for operating purposes in agricul- 
ture similar to the share capital invested in 
other lines of business. One of the difficul- 
ties agriculture is now laboring under is the 
inability to obtain sufficient capital with 
which to do business. 

There is a growing belief among some 
agricultural leaders that certain types of 
agriculture in America must develop in the 
future along corporate lines in much the 
same way that industry in general has de- 
veloped in the past fifty years. It is be- 
lieved that in this way more effective 
methods of obtaining capital for agricul- 
tural use will prevail and that many agricul- 
tural enterprises will thus be able to make 
more efficient use of the factors of produc- 
tion in reducing the cost of the production 
of agricultural commodities. 

There are certain inherent difficulties in 
attempting to produce agricultural commod- 
ities by group effort. Certain types of 


farming require close personal supervision 
for success. In poultry production and 
dairying, for example, the maximum ef- 
ficiency unit is very small and the character 
of the work involved is so exacting that it 
is exceedingly difficult to obtain the neces- 
sary skilled labor of sufficient high quality 
to make large size farming successful. Such 
types of farming will undoubtedly largely 
remain one-man enterprises. 


Applying Big Business Methods 


HERE are certain other types of farm- 

ing where big business methods of quan- 
tity production may be applied with success. 
In the production of wheat, oats, flax, bar- 
ley and rice it is quite probable that en- 
gineering methods and machinery may be 
used with success in large scale production. 
A number of illustrations of successful 
farms of this type are now going con- 
cerns. Another difficulty of corporate farm- 
ing is the inherent desire of the individual 
to have title to his own piece of land which 
he farms. The American farmer of today 
is an individualist who prides himself on his 
individuality and independence often to his 
own disadvantage. This desire of the in- 
dividual for ownership of. his farm is a 
strong factor to contend with in the large 
development of industrial types of farming 
by corporate management. There are, 
therefore, a number of important problems 
to be solved before corporate or industrial 
farming is successful on a large scale in 
America. 

Considerable attention has been paid in 
recent years to the merchandising of farm 
products by cooperative effort and group 
action. Some attempts have also been made 
to buy farm supplies through cooperative 
effort. Practically no attempt has been 
made, however, to reduce the cost of pro- 
ducing farm products through united group 
action and production still remains an in- 
dividual matter. 

Cooperative marketing of farm products 
and the cooperative buying of farm sup- 
plies will undoubtedly become firmly estab- 
lished in America in the near future, thus 
giving the farmer the benefits of large 
scale transactions which industry now holds. 
Is it not possible also that the farming in- 
dustry gain the full benefits of scientific 
management by utilizing the principle of 
cooperation in production as well? Is it 
not possible that the solution of the farm- 
er’s present plight lies along such lines? 

An interesting and effective attempt to 
solve some of the problems of production 
by group effort is being made by the Berk- 
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eley Olive Association in the management 
of its orchards, which lie seven miles north 
and west of the town of Oroville, Califor- 
nia, along the slope of the Table Mountain. 

The Berkeley Olive Association consists 
of twenty-seven individual members. The 
membership contains faculty men of the 
Universities of California and Nevada and 
professional men of San Francisco, Berke- 
ley and Reno who are interested in the 
farming game but whose business or pro- 
fessional duties will not permit close atten- 
tion to the production of the olive. 

The Berkeley Olive Association controls 
five hundred and two acres in one solid 
block made up of twenty-seven individual 
units, each of which is owned by a single 
individual, but the whole tract is under one 
management and hence operated as a single 
orchard. 

The organization is exceedingly simple 
and designed to secure the maximum use of 
limited capital for operation purposes. The 
five hundred acres are divided up into 
tracts of varying sizes from nine to thirty- 
five acres. Each member actually owns his 
individual tract and may withdraw from 
the Association, sell his tract or dispose 
of his fruit as he desires at any time. 

The Association is held together by the 
fact that their trees are better and more 
economically cared for by such group effort 
than could be done by the individual. In 
fact, it would be practically impossible for 
the individuals to handle their tracts unless 
some such arrangement was made. Assess- 
ments for the normal care of the orchards, 
such as irrigation, cultivation and pruning 
are made on the acre basis and distributed 
throughout the year and divided into twelve 
equal payments of two dollars and fifty 
cents per acre per month. 


Twelve Years in Existence 


UT of these assessments the Associa- 
tion has, during the twelve years of 
its existence, constructed its own farm 
buildings, including a ranch house, barn and 
machine sheds and has also acquired teams, 
tractors, plows, cultivators, trucks and 
other equipment necessary for the success- 
ful care of such an orchard. By such an 
arrangement the Association has accom- 
plished all of the objects ordinarily sought 
by industry in the issue of share capital. 
The Association is very fortunate in its 
location and in the soil selected. The high 
palisades of Table Mountain to the east, 
a high ridge to the north and a low ridge 


(Continued on page 845) 
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INFORMATION DESK ANNUNCIATOR 


Installed at Union Trust Company 
Cleveland, Ohio 


Bank Annunciator Call Systems 


The Information Desk Annunciator shown above is 
part of the Holtzer-Cabot Call System installed at the 
Union Trust Company of Cleveland, Ohio. 

Annunciator Call 


Systems Modern banks with large organizations require a method 
ey. ae of maintaining immediate and constant contact with all 
8 foals Systems members of their working staff—quietly, without confu- 


sion, and often with knowledge of only the individuals 


Watchman’s Recorder immediately concerned. 


Systems 
Fire Alarm Systems To furnish an entirely satisfactory method meeting 
these exacting requirements, the Holtzer-Cabot Annunci- 
ator-Call Systems have been designed. 
Telephone Systems 


That so many of the leading banking institutions of the 


country are equipped with Holtzer-Cabot Signaling Sys- 
tems is the strongest proof of their efficiency, economy, 
and unfailing satisfaction. 


The HOLTZER-CABOT ELECTRIC CO. 


HOME OFFICE and FACTORY CHICAGO OFFICE 
125 Amory St., Boston, Mass. 6161 South State St., Chicago, Il. 


MANUFACTURERS OF SIGNALING SYSTEMS FOR OVER FIFTY YEARS 


SYSTEMS. —G4/— 
WATCHMEN 

TELEPHONE 
PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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Protect 
Your Bank’s 
Greatest Asset 
—Confidence 


Sy E Deposit Box Insur- 


™ ance protects alike your 
resources and your good- 
will. It is business insurance. 
It insures you against public 
criticism, distrust, costly suits 
and claims. It not only will 
increase the security of the 
customers already using your 
bank, but will give you a val- 
uable feature to emphasize in 
putting on new business. 


Under our policy, your bank 
is indemnified for loss by 
burglary, robbery and dam- 
age. The coverage of our 
policy is the broadest. 


United States Fidelity 


and Guaranty 
_ Company 


Baltimore 


Resources in excess of $48,000,000 


Maryland 


A branch or agency in every city 


A Scrap Book of Forged Documents 


HAT is claimed to be the world’s 
largest scrap book was recently dis- 
played in Los Angeles. It contained 570 
forged documents involving losses estimated 
at $40,000,000. In this picture, J. C. Hitley, 


assistant treasurer of the Security Trust & 


Savings Bank, is shown inspecting the ex- 
hibit. The scrap book is being placed on 
view in Los Angeles as a warning to busi- 
ness houses, which suffer through the oper- 
ations of the “paper hangers,” as forgers 
are known in police circles. 


England Levies Tax on Betting 
(Continued from page 840) 


not be included. Their turnover will prob- 
ably increase and certainly the racing odds 
be shortened. The tax becomes effective in 
November. 


O the very last it was believed that the 

McKenna duties would not be extended 
to include commercial motor vehicles, but 
the 3314 import duty is now (May 1) a fact. 
Not only that but domestic taxes on the use 
of such vehicles have been heavily increased, 
to the great discomfort of agents and do- 
mestic manufacturers and users. The Chan- 
cellor defended his action mainly on the 
ground that the differentiation between 
pleasure and commercial vehicles, for tax 
purposes, did not in fact exist, or at least 
that so much of the mechanism was inter- 
changeable that no real distinction existed. 
Furthermore, heavy trucks and charabancs 
should pay for the heavier strain which 
they put upon the roads. 

The much-discussed “Raid on the Road 
Fund” simply means that the roads have 
piled up a surplus of nearly £100,000,000 
and are deriving an even larger sum each 
year by way of taxes, all for upkeep and 
new construction. They will continue to 
have heavy funds at their disposal, but Mr. 
Churchill has taken some of the nest eggs 
and one-third the sum derived from tax on 
pleasure cars. 

The Key Industries. Act, which was to 
expire this year, has been given a ten-year 


lease of life, along with imperial prefer- 
ences. Optical instruments have received a 
larger degree of protection. These and 
other minor protective measures, such as 
the paper duty, are explained in the official 
paper attached to this report. 


Customs Receipts Up 


URING the financial year ending last 

March customs receipts ran ahead of 
expectations and excise fell below. Con- 
sequently the new budget calls for heavier 
sums from the former and less from the 
latter than last year produced. Motor ve- 
hicles have now become a major item of 
revenue, assigned to yield more than £100,- 
000,000 a year. Income tax will continue 
to decline because of last year’s reduction. 
The three-year average gives place to a 
straight tax on the preceding year, an es- 
sential change since comparative stability 
has removed the violent ups and downs of 
recent years. 


Supplementary Taxation 


N conclusion attention must be called to 

a striking statement by the Chancellor to 
the effect that his tax basis, as announced, 
is not definitely established but is an elastic 
one susceptible of stretching, in the event 
that an industrial disturbance (coal strike) 
involves the government in heavy unfore- 
seen expenditures. 
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Big Business Methods 


(Continued from page 842) 


to the south protect the orchards from the 
strong winds, while the gentle slope to the 
west insures good air, drainage and protects 
the trees and fruit from frost. 

The soil selected consists of gravelly 
loam derived from the adjacent mesas by 
water erosion. It is composed largely of de- 
composed lava mixed with red sand and 
black loam. The gravel insures warmth, 
aeration and good drainage. Native legumes 
such as burr clover, lupines and others are 
found in abundance, thus insuring an easy 
solution of the nitrogen problem by the 
production of green manure crops for turn- 
ing under, thus simplifying very materially 
the fertilizer problems. The soil is similar 
in many of its important characteristics to 
the best olive soil of Italy and Spain. 

Irrigation water is supplied by the waters 
of the Feather River through the canal 
serving water to the city or Oroville, thus 
insuring a constant source of supply. Water 
is carried from the canal to the orchards 
by underground concrete pipes and dis- 
charged to each tree row by a standpipe. 
The orchards are thus irrigated in a con- 
venient, practical and economical manner. 

The trees are almost entirely of the Mis- 
sion stock carefully grafted on picholine 
roots. There are sixty trees to the acre. 
The system of pruning and care given the 
orchards insures fruit of good size, quality 
and early maturity. 

Because of the quantity production the 
Association is enabled to pack its own prod- 
uct under. its own brand name of Table 
Mountain, thus insuring high quality of 
product and stimulating the production of 
quality, which assures the highest possible 
price to the Association members. 

The group effort made possible by this 
unique Association warrants the employ- 
ment of a capable superintendent and able 
assistants who personally oversee the pick- 
ing of the fruits and thus insures the ut- 
most care that only mature fruit in the prime 
of condition is taken from the tree at each 
picking and that the picked fruit is each 
day delivered to the packing house in first 
class condition. 

In the Association’s own packing house 
the fruit is carefully graded, culled, stemmed 
and immediately placed in the pickling vats. 
After they are thoroughly processed they 
are again culled and sorted for color and 
texture under the careful supervision of a 
competent foreman whose employment 
again is made possible by the group action 
of the Association. 

The canning and sterilizing at a tempera- 
ture of 250 degrees is done under the most 
approved sanitary conditions. Each can is 
inspected again after cooling and again be- 
fore shipping. The packed product is mar- 
keted to the trade through the various 
brokers and jobbers in the large centers of 
distribution. 

The organization of twenty-seven pro- 
ducers into an association for the purposes 
of efficient production also made possible 
the further standardization of their product 
by the choice of a single variety. A very 
thorough investigation was made of the 
available varieties and the conditions of soil, 
climate and market requirements led to 


Laying the first under- 
‘ound cable at Attle- 
‘0, Mass., in 1881. 


The first 


underground wires 


ge telephone was scarcely five 
years old when its sponsors, 
looking far into the future, essayed 
the first trial of underground te- 
lephony. The first conversation 
through an underground cable was 
one-fourth mile in length, in 1881. 
But itwas not until twenty years later 
that the first long distance under- 
ground cable came into actual use. 


From 1901, however, progress was 
rapid. Today, overhead wires have 
disappeared in many cities. Of its 
total of 50,000,000 miles of wire, 
inter-connecting its millions of 
telephones, the Bell System has 
30,000,000 miles] underground, 
representing an investment of. 
$524,000,000 in conduits and cables. 


This nation-wide plant, and its na- 
tion-wide service underlie Bell 
System securities. 


The stock of the A. T. & T., parent company 
of the Bell System, can be bought in the 
open market to yield a good return. Write 
for booklet, ‘‘Some Financial Facts.” 


SELL TELEPHONE 
SECURITIES CO. hc 


D.EF. Houston, President 
195 Broadway NEW YORK 


“The People’s 


Messenger’’ 
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Federal Home Mortgage Company 


First Mortgage 
Collateral 
Gold Bonds 


A Universal Investment 


Empire Trust Company, New York City, Trustee 
Guaranteed by the National Surety Company 


These Bonds satisfy the strict require- 
ments of National, State and Savings 
banks for the investment of deposit or 
trust funds. 


They are secured by first mortgages on 
fee simple real estate, comprising 
homes and small business properties, 
for never more than 60% of the inde- 
pendently appraised value. 


They are a direct obligation of the Fed- 
eral Home Mortgage Company. 


All Mortgages, Deeds of Trust, Notes and 
accompanying papers, after being scruti- 
nized and approved by the Surety Company, 
are deposited with the Empire Trust Com- 
pany, New York City, which acts as Trustee. 
As a final measure of safety every bond is 
unconditionally guaranteed as to the pay- 
ment of principal and interest by the Na- 
tional Surety Company, the largest surety 
company in the world. with resources of 
over thirty-five million dollars. 

Issued in coupon form in denominations of 
$500 and $1,000 in maturities of five, ten 
and fifteen years. 


Distributed to investors through the following estab- 
lished Banks and Investment Houses to whom 
inquiries should be sent: 


GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigar 


PORTER, ERSWELL& CO. MURPHEY, FAVRE & CO. 
216 Middle Street Spokane—-Port!and—Seattle 


Portland. Maine 
R. W. EVANS & CO. 
W. H. STOUT & COM- 7 Wall St.. New York City 


PANY 224 Fourth Avenue 
7 St. Paul Street Pittsburgh, Pa. 


Baltimore, Maryland 
ARNOLD AND COMPANY R. H. ARNOLD CO. 
1010 Vermont Avenue 120 Broadway 
New York City 


Washington, D. C. 
THE MICHIGAN TRUST GEO. L. SIMPSON & CO. 
COMPANY American Exchange’ Bank 
Grand Rapids, Mich. Building, Dallas, Texas 


SMITH, HULL & CO., INC. 
Minneapolis, Minn. 


Inquiries from banks and dealers invited 


R. H. ARNOLD CO. 
Established 1895 ’ 


120 Broadway Fiscal Agents New York City 


the selection of the Mission olive as the 
most desirable variety available. The choice 
has been a very fortunate one as it has 
proved to be well adapted to all conditions 
of production and meets the rigid market 
requirements for an excellent ripe olive of 
exceptionally fine texture and flavor. 


Financing Made Easy 


HE successful operation of the Berkeley 

Olive Association during a period of 
thirteen years indicates the possibilities of 
cooperative effort in raising capital for the 
efficient production of farm products and its 
example is well worthy of careful consid- 
eration by all who are concerned in the 
more efficient production of farm products 


| 


c(i 


Head Office: 
LONDON, E.C. 3. 


Over 1,650 Offices in England & 
Wales, and several in Ind‘a, 
Burmah and Egypt. 


(31st December, 1925.) (#5=£1,) 


DEPOSITS, &c. $1.693,355,035 
ADVANCES, &c. $216.653,630 


The Bank has Agents and 

Correspondents throughout the 

British Empire and in all parts 

of the World, and is closely 

= associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign Bank Ltd. 
The National Bank of New Zealand, Ltd. 
Bank of British West Africa, Ltd. 

The British Italian Banking Corporation, Ltd. 


by the economic use of the factors of pro- 
duction. 

By this united group effort on the part of 
a body of professional men interested in 
the production of a single agricultural com- 
modity some very interesting results have 
been obtained which are very significant. 

Capital has been made available in a con- 
venient and practical way both for the pur- 
chase of the necessary land and also for 
operating expenses. Professional men who 
have some money available for investment 
have found a convenient, practical and safe 
form of investment in a producing business. 
Money necessary for development and 
operation has been obtained monthly as 
needed without difficulty. 

The magnitude of the enterprise enables 
the individual owners to participate in the 
savings obtained by quantity production and 
marketing. The cooperative nature of this 
enterprise permits the use of intermediate 
credits to the extent of 60 per cent of the 
packing charges at a very low interest 
charge, thus giving the producers a decided 
advantage over individual production. The 
Association now has over one-half million 
dollars invested in the land and trees as 
fixed capital, $18,500 alone being invested 
in houses, barns, plows, tractors and other 
equipment, while $15,000 is annually avail- 
able from the individual members. 
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Community Farm 
(Continued from page 827) 


best three farms. Under quality of busi- 
ness, Farm C is decidedly weak in returns 
per cow and per cattle unit. Upon this 
point the farm should lay special stress. 
Before attempting to increase the number 
of cows on Farm C (this is a factor on 
which the farm is weak) an attempt should 
be made to analyze the situation and deter- 
mine why the returns per cow are low and 
whether they are not below the actual cost 
of production. There is no object in in- 
creasing the number of cows until the farm 
is able to realize a profit from the present 
herd. An attempt should be made to weed 
out the unprofitable cows and feed the bal- 
ance to get results. After that the farm 
can well consider investing more money in 
cows in order to conduct a larger volume 
of business with each unit producing its 
share of the profits. Until the farm is able 
to do this it would appear to be unwise to 
increase the cattle investment. 

“For a farm that approximates the aver- 
age of the area it would look as though 
there is sufficient acreage, sufficient invest- 
ment in both total and operating capital, 
sufficient number of cows and sufficient in- 
vestment in cows. There is a_ possibility 
of increasing the receipts without necessari- 
ly increasing the expenses. Not much im- 
provement can be expected in the income 
from crops. The income from dairy prod- 
ucts might be increased a little, while the 
income from livestock might be increased 
considerably. The figures under quality of 
business seem to indicate that the average 
farm might increase the receipts per cow 
to a certain extent both for dairy products 
and from the sale of breeding stock. In 
other words the average farm can improve 
by improving the quality rather than the 
quantity of business. The average farm is 
not only getting good results from the rais- 
ing of crops but is feeding them to live- 
stock at market prices and still making a 
profit on the livestock. Yet if the average 
farm can add one or two good cows or a 
few more good hogs without materially in- 
creasing the expenses, it may pay to make 
this additional investment. The most likely 
place for improvement, however, is study- 
ing the individual animal and endeavoring 
to increase the income per animal.” 


The Practical Results 


S to the practical results obtained, from 
the farmer’s point of view, the presi- 
dent of the club has said: 

“We are firmly convinced that the diag- 
nosis of our farms once a year helps us 
immensely to find the strong and the weak 
spots in our farming. This is conducive to 
better farming. We are not only making 
more money from our farms, but we are 
taking much more interest in our work be- 
cause of this study. The Farm Manage- 
ment Club is teaching us how to cooperate. 
It is helping us to get out of the narrow 
rut of our selfish interest. It has broadened 
our horizon by getting us in touch with 
some of the big broad movements in agri- 
culture.” 

As to the benefits to other elements in the 
community, an indication is given by Burton 
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\{. Smith, president of Bank of North Lake TOO 
he American Bankers Association, who 
says: . 

“The interests of the rural banker are 
intimately connected with the interests and 
the success of the farmer. One of the most 
promising and logical fields of cooperation 
is for the banker to encourage and assist the 
farmer in the keeping of his accounts. This 
not only helps the farmer to conduct his 
business according to business methods, but 
it also brings the banker into closer finan- 
cial relationship with the farmer and enables 
him to pass better judgment on his financial 
needs and investments. Loans to the farmer 
should be made not alone because he has 
sufficient security, but because in the com- 
bined judgment of the farmer and the bank- 
er it is going to be a profitable investment. 
This means greater ultimate satisfaction to 
the farmer and greater ultimate business for 
the bank. If the banker and the farmer can 
sit down together and study the results, 
which are worked out from the farmer’s 
record for the year, both will see the weak 
and the strong features of the year’s busi- 
ness and together they can tell where future 
investments can probably be made that will 
bring the largest returns. 
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More Business for the Bank 


66 UR experience indicates that this 
type of work will not only help the 
farmer but incidentally will bring more 
business to the bank. While one year can- 
not be taken as a criterion as to results, 
many of the farmers in the North Lake 
Farm Management Club increased their 
banking business from 10 to 25 per 
cent during the first year of the club. 
The Bank of North Lake is located in a 
town of 150 inhabitants. In the first two 
years after the North Lake Farm Manage-_ | 
ment Club opened deposits increased from > ® 
$195,000 to over $302,000. We feel the in- B ld th F t 
crease came mostly from increased volume Ul ng Or Uu Ure 
of business on the part of our customers. — 
For this increase we feel that the club has 
helped very materially. The bank has ex- 


pended considerable energy for farmers’ € Goverive you are going 


is 
3 


Y 


meetings and promoting the farm account- 


ing work, but we find that we have been ’ 
amply repaid by increased banking business. to need a Cleveland banking 
Furthermore there is satisfaction in contrib- 
uting our mite to the uplift of the rural fq connection big enough in 
size and spirit to give you 


community.” 
a full measure of assistance. 
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Russian-German Treaty 


- the recently adopted German-Russian 
Treaty, the Soviet Government accepts i 
the principle of arbitration. Commenting on Fy —S—— 
this, The Index of the New York Trust 
Company says: “Particularly significant is 
Russia’s consent to submit disputes with Ger- 


many to a non-partisan board of arbitration. PR UNIO T 
| The foreign policy of the Soviet Govern- 4 N R 
ment has hitherto been decidedly opposed tof The Co. 
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the idea of a general arbitration agreement > CLEVE 3 
with a member of the League. The arbi- { 
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trators selected must inevitably come from ok Resources over 300 Millions 
the ‘capitalistic’ governments. By accepting a 

this principle, Russia takes another step to- SINCE 61 A BANK FOR BANKERS 
ward normal government policies. Russia 
and Western Europe draw closer together.” 
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Letters of a Banker to His Son 


By ROY L. BONE 


In Which Jerome Barton, President of the Farmers & Merchants 
Bank of Petersburg, Indulges in a Bit of Advice to His Son. 


Credit Files Are Not a Nuisance. 
Bit of Horse Sense. 


PETERSBURG, 
May 15, 192— 
Y DEAR THEODORE: 

Your letter of the fenth came 
today. I’ve been looking for 
just such a letter for several 

days, for I knew you were having a visit 
from the examiner last week when he sent 
us the blanks for reconciling your account 
with our bank. 

This is your first examination since you 
went out to take charge of the Clinton bank 
and I’ve had an idea all along that you’d 
just naturally resent some of the examiner’s 
suggestions, and your letter indicates that 
I am a pretty good guesser. 


Comfort from Directors 


OU don’t want to take too much com- 

fort from what your director, Peters, 
says. I know he’s been on the board out 
there ever since I organized that bank and 
what he says about a new examiner coming 
out with a lot of new ideas and requirements 
every time there’s a change in the admin- 
istration down at the Capitol is probably 
true, but strange as it may seem to you I’m 
going to have to side in with the examiner 
in this argument. 

I’ve been trying for ten years to get them 
to keep a credit file at the bank at Clinton, 
but Walters just wouldn’t see it that way. 
Of course he was raised out there and had 
been cashier of the bank for fifteen years. 
He said he knew all those folks, what they 
had and what they owed on it and he couldn’t 
see the need of it. 

The truth of the matter is that Walters 
got a whole lot of enjoyment out of follow- 
ing the line of least resistance and just didn’t 
like to ask a man for a financial statement. 
Well, it is sort of a touchy subject with 
some people when you get to inquiring into 
their finances, but if you’ll just mix a little 
tact along with a small amount of good 
common horse sense and go about it in the 
right way they’re not liable to shy at it so 
awful much. 

I remember a number of years ago Wal- 
ters wrote me that one of his customers 
was going to need fifteen hundred or two 
thousand dollars for six months and wanted 
to know what I thought about making the 
loan. It was a fellow by the name of Swan- 
son and I think he’s still a customer of your 
bank. He came down there from Wisconsin 
two or three years before and bought a 
quarter out on Persimmon creek across the 
road from the old Sim Dodson place. I 
had met him a time or two when I was 
down there at the board meetings and while 
he struck me as being a pretty decent sort 


Humanizing 


Banking 
THe use of fiction as a 


means of spreading 
banking truth has been 
adopted by Roy L. Bone, 
Bank Commissioner of 
Kansas. In Jerome Barton, 
he has created a character 
who writes out of the ful- 
ness of his forty years’ ex- 
perience in banking a bit of 
sage, fatherly advice to his 
son, who has been out of 
college a year and 1s the 
newly elected cashier of a 
country bank. The son has 
just had his first visit from 
the bank examiner, and has 
complained. 


of a chap I didn’t know anything about his 


finances. 
A Queer Duck 


ALTERS told me afterwards: that he 

was a queer sort of a duck, one of 
those fellows that would come in and go 
out of a bank a whole year and never speak 
to anyone unless he was spoken to. Well, I 
wrote Walters and suggested that he make 
some little inquiry of the banks in Swan- 
son’s old home as to his reputation for hon- 
esty and so forth and how he took care of 
his obligations, and at the same time told 
Walters that I thought he ought to ask 
Swanson for a financial statement. 

He did ask Swanson for a statement, but 
the way he did it is what I want to tell 
you about ‘most. Instead of calling him 
over to his desk sometime when he was in 
the bank and bringing the thing up in a 
quiet, friendly sort of a way, explaining 
why it was necessary and that it wasn’t for 
the purpose of prying into his private affairs 
and giving him to understand that it would 
all be confidential, Walters took a different 
shot at it. He wrote Swanson a letter and 
as I remember it it read something like this: 
“Dear Sir: I am inclosing a blank form 
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Mixing Tact with a Little 
Keeping an Eye on the Overdraft Evil. 


for your financial statement. If you will 
kindly fill it out, swear to it before a notary 
public and return it to the bank promptly, 
we will be glad to consider your loan, etc.” 
Now, Swanson didn’t do any of the things 
Walters suggested in his letter. In the first 
place, he had never seen a financial state- 
ment blank before and didn’t know anything 
about filling one out. In the second place 
he didn’t intend to spend any time hunting 
around for a notary public, and in the third 
place he had no notion of returning it to 
the bank. 

What he did do, however, was to come 
in about a week later and ask the book- 
keeper how much he had on deposit. Peters 
happened to be in the bank at the time and 
heard him and suspected that something was 
wrong and asked what was the matter, and 
Swanson told him the whole thing. Well, 
Peters took him back into the directors’ 
room and explained the matter to him and 
told him we were trying to run a good safe 
bank and in order to do it we had to know 
something about a man’s financial respon- 
sibility before we could make a loan of that 
size without security. He took plenty of 
time to it, and before he got through Swan- 
son had an entirely different view of the 
matter, and when they came out of the di- 
rectors’ room Peters not only had Swan- 
son’s statement, but he had his note for 
$2,000 and he has been a good customer 
of your bank ever since. 


Where the Surprise Comes 


O you see it isn’t such a hard job after 

all if you go about it in the right way, 
and I hope you will begin at once and work 
up a credit file. It needn’t be anything 
elaborate and won’t cost very much, and 
after you get statements from a few of 
your borrowers you needn’t be surprised to 
find that some of them are borrowing at 
other banks, and my guess is that you'll 
find that, in some instances at least, they’re 
giving the other bank the security and you 
are sitting out on a limb. 

It hasn’t been a great while since Simpson 
turned his business over to a creditor’s com- 
mittee when one of the banks up at the 
capital got to crowding him on a twenty- 
thousand-dollar note. 

He was a pretty big operator and had 
cattle scattered all the way from the Rio 
Grande River to the mouth of the Kaw. 
He owed several of the banks down at the 
city and some out in the state, altogether 
something like a half-million dollars. This 
all happened at a time when money was easy 
and good loans hard to get and bankers not 
as careful as they should have been, for not 
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a mother’s son of them had ever asked 
Simpson for a statement or had any idea 
he owed so much money. Everyone thought 
his paper was Al, but when the smoke all 
cleared away it only paid out about thirty 
cents on the dollar. Now, this isn’t any 
reflection on Simpson, for he wasn’t the one 
to blame, and I simply mention it in passing, 
for it just goes to show that when you are 
lending other people’s money, or your own 
for that matter, and expecting to get it back 
without a fuss and a lot of expense, you 
can’t know too much about the fellow who 
is borrowing it. And another thing you 
don’t want to overlook is this—there are 
just a lot of fellows who will tell you a big 
story about what they’re worth, but if they 
know you're going to write it all down and 
ask them to sign their name to it they'll 
be a little more careful about how they 
handle the Ninth Commandment. Anyway, 
I want you to follow the examiner’s sug- 
gestion about these financial statements and 
get them on all unsecured loans of five hun- 
dred dollars or more. They’ll be a big help 
to you when you are going over your notes 
with your board, and besides, it will enable 
the examiner to make a better classification 
of your paper. On top of all this every 
well-managed bank keeps a credit file, and 
that’s the kind of a bank I’m expecting you 
to run. 


Overdraft Education 


COULDN'T help but smile when I read 

what you said about the examiner calling 
you down on your long list of overdrafts 
and I’m mighty glad he did it, for he has 
saved me the trouble. This overdraft busi- 
ness is all a matter of education, and the 
banker is just as much to blame for it as 
the customer. If you get in the habit of 
calling a man up every time he overdraws 
his account, it won’t be long before he'll 
just naturally quit keeping books at all and 
he will never know he’s out of money until 
his telephone rings. But if you just have 
a heart-to-heart talk with him and tell him 
in a friendly sort of way that you just can’t 
carry his overdraft and that his checks will 
be returned unpaid unless he has enough 
money on deposit to cover them, and then 
do it a time or two, he will quit it and 
you'll not have any more trouble with him, 
and don’t be afraid of losing his business 
either, for the chances are if you do you 
wouldn’t lose much. 

I have always had an old-fashioned notion 
that if a man’s overdraft is good and his 
note is good, and I would a lot sooner take 
his note even if it did run only a day or 
so and get the transaction straight on the 
books, and incidentally collect a little inter- 
est while it’s running. Unless you follow 
the examiner’s advice on this overdraft bus- 
iness, sooner or later you’re going to get 
hold of a bad one and then later on, in order 
to get it off your books, you'll take a note 
that’s a whole lot worse and that you'll have 
to charge off before you get through with it. 

Another thing you don’t want to lose sight 
of is this, our statute provides “that every 
bank officer who pays an overdraft is per- 
sonally liable to the bank for the amount 
paid.” Now this may not be exactly the 
way the law reads, but it’s exactly what it 
means, and if your overdrafts are too large 
to suit the examiner the chances are that 


Advertising 


Most bank advertisements are 
written to secure new depositors 
and clients; to widen the circle of 
business connections and relation- 
ships. 


May we suggest the thought that 
the saving of expense or making 
profits upon all of your present 
accounts is equally important. 


Our correspondents save both time 
and money by taking advantage of 
our continuously operating Tran- 
sit and Collection Departments. 


All items received at par. 


THE 
PHILADELPHIA-GIRARD 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. . . .$27,600,000 
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Special Convention Cruise 


via Spanish Americas to 


LOS ANGELES 


The only line to Los Angeles and San Francisco offering 2 days 
at Panama Canal and visits at Colombia, Nicaragua, Salvador, Gua- 


$350 Round Trip 


One Way Water—One Way Rail 


temala and Mexico. 


A rare opportunity for you, and 
your family to make your journey to 
the convention a restful, healthful va- 
cation, full of the zest and lure of the 
sea. Interesting shore visits in Latin 
America. Steamers built for this ser- 
vice; all outside rooms; beds, not 
berths; music; swimming tank. Laun- 
dry. 


Fare includes transportation from 
your home town at main line points 
and back in either direction, bed and 
meals on steamer, first class and first 
class railroad transportation. Return by 
any direct rail route with stopovers at 
Apache Trail, Yellowstone, Grand Can- 
yon, Yosemite. Slight additional charge 
via Portland, Seattle or Vancouver. 


Make Your Reservations Now—S.S. Colombia, August 26 


Booklet AB on request or further information addres 


10 Hanover Sq. 


PANAMA MAIL S. S. Co. New York City 


TELEPHONE BOWLING GREEN 4630 


SEE OUR WONDERFUL HIGHWAYS! 


UNDREDS of California 
- bankers will be waiting with 
their cars to a&t both as guides 
and drivers for visiting members 
of the American Bankers Associa- 
tion and their families. They are 
more than anxious to take you 
as their guests, to’ the countless 
points of interest in Southern 
California. 


WHAT DO YOU WANT TO SEE? 


Ventura, Santa Barbara, and San Bernardino. 


ITS HERE! 
More than 5,000 miles of paved roads center at Los Angeles 
in the six southern counties of Los Angeles, San Diego, Orange, 


Beautiful homes, 


gardens, ocean vistas, orange groves, beaches, mountains, mountain 
lakes, harbors, and industry—all to be found along super roads. 


TWO UNEQUALLED TRIPS OF SPECIAL INTEREST. 


CATALINA DAY 
A day of Ocean Wonders on a 


beautiful island in the calm 
Pacific. 


MOVIE DAY 


Sealed studio doors will be 
swung wide to the ‘Open Se- 
same’ of the A.B.A.Convention 


Come to the Los Angeles Convention October 4-7. 


No increase in hotel rates. 


Low railroad rates. 


LOS ANGELES CLEARING HOUSE ASSOCIATION 


Los Angeles, California 


they cover more territory than your salary 
can take care of, so I believe I'd keep my 
eye on them if I were you. 

No, you’ve got the wrong idea about your 
examination; for, generally speaking, the 
Banking Department isn’t going to be un- 
reasonable with you. Of course you're 
bound to run up against an examiner now 


and then who may feel his oats a bit and 
seem too chesty, but if you keep your bank 
clean you don’t need to let that worry you. 
He can’t make a bad bank out of a good 
one. 


Affectionately your father, 
JEROME BARTON. 


June, 1026 


Bank Consolidation 
(Continued from page 825) 


one of the most profitable sides of a big 
bank’s business. 

In the larger centers mergers have sprung 
from the need for a bank of sufficiently 
large resources to accommodate business 
and industry. “The day is one of big units,” 
the Mechanics & Metals observed in its 
statement indicating why it had decided ‘o 
combine. “The wide extension of indust:y 
and commercial relations compels the use 
of credit on a scale never before imagined, 
and on the threshold of a new era in world 
development banks are called upon to lend 
their assistance in a manner to bring about 
a realization in full of the advantage of 
the new opportunities that are before us,” 
it added. 

It was another way of saying that big 
business is growing bigger and banks must 
keep pace with the expansion. 

The nation gasped ten years ago when a 
check for $70,959,583 was cleared through 
one of the New York banks. 

Last year a check for $156,000,000 rep- 
resenting the purchase of an automobile 
manufacturing plant was presented and paid. 

There is perhaps no better way to show 
in a graphic manner just how all transac- 
tions are tending to grow. It is to meet 
this need that the banks are marshalling 
their resources. 


The Ten Per Cent Limit 


ATIONAL banks are barred from 

lending more than 10 per cent of their 
unimpaired invested capital to any one bor- 
rower and w# somewhat similar restriction is 
placed on loans made by banks chartered 
by the states. This check—imposed to make 
the funds of the depositors more safe and 
secure—limits the amount of credit that may 
be extended to any one corporation. As 
business grows larger its financial needs 
take on larger proportions. To handle these 
accounts it is quite obvious that a bank 
must have a huge capitalization. Otherwise 
the largest enterprises will have to divide 
their financial requirements -among several 
banks or resort to other means of financing. 
The bank that can swing the big deals un- 
assisted is more likely to hold its customers 
and to attract new business. 

While the need for a large capitalization 
is more urgent in the Metropolitan centers, 
banks located in the larger cities find it de- 
sirable to have a sizable lending power to 
prevent the largest enterprises in their com- 
munities from taking their accounts to the 
financial centers. 


Branch Banking Influence 


RANCH banking has influenced the 
lines along which bank mergers have 
gone, especially in New York City and in 
states permitting state-wide branch banking. 
In New York the desire of national 
banks to acquire branches or to obtain trust 
companies has been the chief spur to con- 
solidation. While the national banks have 
never had the right to open branches, the 
passage of the Federal Reserve Act paved 
the way for their acquisition. It provided 
that a state bank with branches might con- 
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vert into a national bank and still retain 

s branches. After conversion the banks 

suld be amalgamated with the old estab- 
ished national banks. Thus indirectly 
they achieved the end that had been denied 
them by the banking statutes. 

During the past two or three years this 
-xpansion through merger has been checked 
somewhat because the Comptroller of the 
Currency ruled that national banks might 
set up the so-called teller window branches, 
where deposits might be received, checks 
cashed and other incidental services ren- 
dered. The line was sharply drawn on the 
vital banking transaction—no loans could be 
made except at the main office. However, 
the granting of the right to set up these 
financial service stations was a measure of 
relief that made less pressing the need for 
branches. 

One of the largest mergers in the Metro- 
politan district grew out of the wedding. of 
a huge commercial bank and a successful 
trust company. The two groups wished to 
offer a rounded banking service. Instead 
of resorting to the slower method of making 
up the deficiency by building up a trust de- 
partment, the bank decided to take the 
short-cut. 

In California some of the largest mergers 
have been described as the federation of 
many units, with the retention of local man- 
agement and community policies. The con- 
solidation, it is said, is really hardly more 
than a pooling of assets, with the commu- 
nity bank becoming a part of a unified sys- 
tem having vast resources. No bank is 
bought out, but each institution enters the 
merger on a basis of actual book value. 
This arrangement gives any bank a greater 
lending power than it could have otherwise 
and enables the system to keep its funds 
steadily employed by shifting them from one 
part of the state to the other in the financ- 
ing of the seasonal movements of the dif- 
ferent crops. 

In South Carolina and in Maryland, where 
state-wide branch banking is permitted, there 
have been mergers on a smaller scale. 


Among the Country Banks 


ORE numerous than the consolidations 

that have been witnessed in the larger 
cities are those that have come in the rural 
communities. As a general rule, the mergers 
have been arranged for the purpose of sal- 
vation where the banks find that the com- 
munity is over-banked and there is not suf- 
ficient business to keep all of the banks 
alive. The number of banks in the United 
States doubled during the first twenty years 
of this century and the greater part of this 
increase may be attributed to the establish- 
ment of banks in the small towns. The 
prosperous conditions that prevailed during 
the post-war boom encouraged this growth, 
but the heavy losses sustained during the 
depression that followed wiped out the cap- 
ital of many small banks and forced them to 
the wall. A number of those that survived 
the storm realized that, under more normal 
conditions, there was not enough business 
for all banks and that the community would 
be better off with one strong bank than two 
or more weak ones. The stockholders, in 
some cases, found that they could advan- 
tageously sell out and so the movement has 
made some headway. 


Ready to Work for You 


Keep as many busy 
as you need in as 
many departments 
as you can use 


The CONTINENTAL and 
COMMERCIAL 


BANKS 


CHICAGO 


RESOURCES HALF A BILLION—AND MORE 
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foreign gov- 
ernments yincluding Great 


Britain, France, and Bel- 


gium, and two hundred govern- 


mental subdivisions of the United 


States are served in various capaci- 


ties by the Trust Department ot 


this Company. 


These governments and more than 


five hundred leading corporations of 
the United States, have found our 
complete facilities and organization of 


distinct advantage. 


We render every 


trust service—as fiscal agent, transfer 


agent, registrar, trustee, depositary, 


custodian, receiver, for corporations 


and governments; and as executor, 


trustee, administrator, guardian, for 


individuals. 


Guaranty Trust Company 
of New York 


LONDON 


NEW YORK 
LIVERPOOL 


Yilbon, Read ¥ Co 


The bank commissioners in several states, 
particularly in the west, have advocated this 
step. 

Frank C. Bramwell, superintendent of 
banks in Oregon, in his last annual report 
said: “There are a number of banks in this 
state which are conducting business at a 
loss. The department has worked religious- 
ly on several cases for the purpose of bring- 
ing about consolidations. There are several 
locations within the state containing two or 
more banks. With the distribution of de- 
posits on the present basis, none of these 


HAVRE 


PARIS BRUSSELS 
ANTWERP 


Specialists 


Chicago, Kansas City, Southern Minnesota, Dall: 
Des Moines, California, Shenandoah Valley no | 
New York Joint Stock Land Bank Bond issues. 


Guy Huston & Co., Inc. 


61 Broadway New York 


institutions is operated on any substantial 
margin of profit. The best solution, there- 
fore, is to bring about consolidation. This 
will assemble deposits, increase the earning 
power and eliminate the excessive overhead 
involved by operating two or more institu- 
tions where the same volume may be con- 
ducted under one organization with practi- 
cally the same expense.” 

In Colorado, Grant McFerson, the State 
Bank Commissioner, observed: “In view of 
the fact that for many years it has been 
the tendency to increase banking organiza- 


tion to a point which was not profitable, 
the past year or two has proven the con- 
solidation or merging of different institu- 
tions was advisable, effecting thereby a 
material reduction in overhead and the creat- 
ing of stronger organizations in position to 
better provide banking facilities for their 
patrons.” 

In Minnesota and other states the opin- 
ions have been advanced by the state super- 
intendents that a number of banks might 
resort to this step as a means of improv ing 
their condition. 


More Consolidations Expected 


HE passage of the McFadden bill is ex- 

pected to give new impetus to the consol- 
idation of banks because it will make it 
much easier for national and state banks 
to merge. Should the measure become law, 
it will dispense with a great deal of red tape 
with respect to consolidations. For many 
years the Federal law has required a state 
bank, desiring to consolidate with a national 
bank, to convert first into a national bank 
and then consolidate. The expense and de- 
lay that this move occasioned tended to make 
the banker favor the perpetuation of the 
state bank. 

Representative McFadden, anticipating the 
final enactment of the bill, told the writer 
that he expected that Congress, in making 
direct mergers possible, would turn the tide 
in favor of the national bank and that this 
enabling amendment would result in increas- 
ing the proportion of bank resources under 
national charters. 

There would be many more consolidations 
if it were not for the fear that new banks 
would spring up to take the place of any 
institution that merges with another and 
that thus the effort to create a more profit- 
able situation would be largely nullified. 
The joining together of two banks, especial- 
ly in the larger communities, is seemingly 
the signal for an enterprising individual to 
begin his efforts to start another bank, 
stress being laid on the fact that the passing 
of one bank creates the need for another. 

To control such a situation is beyond the 
power of the surrounding banks, although 
there is a growing tendency on the part of 
the authorities to decline to issue new char- 
ters unless those seeking to open a new 
bank can demonstrate beyond doubt that the 
community needs it and will support it. 
The Comptroller of the Currency turns 
down more applications for new charters 
for national banks than he grants and some 
of the state superintendents have been loath 
to sanction the o~ganization of new institu- 
tions. 


New Capital Issues 


URING the first four months of 1926, 
new Capital issues in the United States 
amounted to more than $2,600,000,000. 

The bulk of the financing represented se- 
curity issues for domestic corporations. Of 
this total, $137,000,000 represented borrow- 
ing for foreign corporations, outside of is- 
sues for Canadian corporations. Foreign 
government issues ran slightly more than 
$133,372,000. 

Financing for American and Canadian 
municipalities was slightly in excess of $500,- 
000,000. 
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Back Seat Driving 


(Continued from page 816) 


of the road require, without waiting for a 
referendum. And who can more clearly 
read the detour signs than he who sits in 
the front seat or more carefully cross the 
shaky bridge than he who usually owns the 
majority of stock in the car? 

A questionable propaganda has under- 
taken to implant the idea that such sub- 
stantial ownership and active management 
proves the driver to be either crooked or 
crazy; whereas in truth and in fact, he has 
usually rescued the old rattler from the 
junk heap and put it in running condition, 
inviting his associates to ride. His driving 
is his main business while their riding is 
their diversion from quite diverse daily 
duties. 

Country roads are not conducive to either 
smooth driving or easy riding. Confidence 
and not criticism is what the chauffeur most 
craves. Ask him. So, as I said before, 
let us fit up the car with a steering wheel 
and set of brakes for every one, but let us 
be careful that they do not cornect with the 
running gear. 


New Books 


INVESTING IN FOREIGN SECURI- 
TIES. By George W. Edwards. 373 
pages. $5. Published by the Ronald Press 
Company. 

This book was written with the view of 
enabling the investor, banker and the dealer 
in securities to analyze the factors which 
may be applied in testing the credit position 
of foreign governments and corporations 
It goes into a discussion of the terms of 
foreign loans to disclose something of the 
risks the investor assumes, and deals with 
the public aspects of foreign investment, 
with particular reference to the exercise of 
imperialistic policies, such as governmental 
regulation of the export of capital, foreign 
financial control, concessions and recovery 
of unpaid foreign claims. Reviewing the 
evolution of foreign investment, he finds 
that the financial supremacy has shifted 
from London to New York. “Barring un- 
foreseen events, New York is destined to 
assume the role of the leading money mar- 
ket of the world for many years if not for 
decades still to come,” the author predicts. 


PROFITS, DIVIDENDS and the LAW. 
By Prosper Reiter Jr. 260 pages. $4.50. 
Published by the Ronald Press Company, 
New York. 

The author endeavors to act as a guide 
through the maze of confusion in the law as 
to what may be properly considered the net 
profits of a business available for distribu- 
tion as dividends. Commencing with a dis- 
cussion of the theory and extent of the li- 
ability of stockholders and directors where 
there has been an application of corporate 
funds detrimental to creditors, the author 
explains the elements involved in measuring 
the value expiration of balance sheet as- 
sets items. He shows that there cannot be 
a profit available for dividends until out of 
gross revenue corisideration has been given 
to such factors as depreciation, depletion, 
the value expiration of immaterial assets 
and realized changes in the value of in- 
vestments. 


banker sees 


FINNELL SYSTEM 
of Electric Scrubbing, Waxing and Polishing 


Adopted by 
8,500 
Buildings, 
Business 
Concerns 


and 
Institutions 


(Names on 
request) 


The New 
Electric Way 


Pays for Itself Quickly 


cents per hundred square 


to get CLEAN 


If it costs you more than 7% 
feet (including labor and _ supplies) 
FLOORS, you are losing money. 


FINNELL equipment will save its cost in from three 
months to two years. It can be operated efficiently by 
either men or women. Adopted by 8,500 buildings, firms 
and institutions. 


There are six new and efficient models of the FINNELL 
Scrubber—a right size for any building, large or small. 
Each is designed to scrub floors CLEAN under the most 
trying conditions. 


For Waxing and Polishing 
Linoleum and Wood 


Prolong the life of your linoleum by waxing and polishing 
with the FINNELL SYSTEM. Pretect your investment, 
beautify your floors and save labor. 


Modern Standards Demand Clean 
Surroundings 
CLEAN FLOORS are a business criterion—the 


visible evidence of self-respect and consideration for 
others. They promote habits of cleanliness and 
efficiency. Enjoy the economical advantages of 
CLEAN FLOORS —and have them cleaned eco- 
nomically. 


FREE BOOKLET! 


“Your Questions Answered by 
Users” sent on request—Address 


FINNELL SYSTEM, Inc. 
126 N. Collier Street 
Hannibal, Missouri 


Floor Machine Headquarters for Twenty Years 


District Offices in Principal Cities of U. S. 
Standard Bank Bidg., Ottawa, Ont., Canada. 


FINNELL 


ELECTRIC FLOOR MACHINE 
Tt Waxes \It Polishes It Sands~ It Scrubs 


Applying the Tests 


(Continued from page 808) 


ufacturer or merchandiser 
many businesses, 


investigation is made at the instigation of 
the banker it frequently reveals facts 
which the management never knew existed. 
Thus the material valuable to the banker is 
of equal or greater value to the business 
management, and the company has doubly 


himself. The 
sees their 
he is in 


good policies and their bad ones; 
closer touch with the broad economic situa- 
tion, and is in contact with many businesses 
in the same industry. Naturally, therefore, 
he should prove a competent business ad- 
visor. Yet his advice must be based upon 
an exact statement and knowledge of the 
facts of the particular business. The more 
complete and dependable the information in 
the possession of the banker, the more val- 
uable will be his service to the business. 
There is another factor also that should 
be considered in this situation. When an 


helped itself in going to the banker for 
merely financial assistance. 

The science of business analysis is still 
in its infancy. The complete and formal 
investigation is still only rarely used, and 
of course is warranted only when the 
amount of credit involved is very large. 
But modified analyses on a small scale are 
useful, and the principles here suggested 
may be applied to many situations. Most 
important is the cultivation of a mental 
scope which looks beyond the figures. 
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5-7 Beekman Street 


What a Big 


New England Bank writes 
about Credit Insurance 


A leading New England Bank has written the American 
Credit-Indemnity Co. as follows: 


“Credit Insurance is of paramount importance to all 
merchants, and should be given most careful considera- 
tion. It not only places them in a more favorable posi- 
tion with reference to credit granting by their Banks, 
but also gives evidence of a policy of conservatism in 
providing against failures at all times, without regard to 
general conditions.. 


“Notwithstanding the judgment of the average mer- 
chant, with reference to credit granting, almost every- 
one suffers more or less by failures, and in order to pro- 
vide for contingencies which might arise, it seems to us 
to be good business judgment that some provision should 
be made.” 


Bankers in all other parts of the country are endorsing 
this broad service which protects the book accounts of 
a Manufacturer or Jobber against abnormal, unlooked- 
for credit losses. 


Interesting literature, and any specific information about 
American Credit Insurance which may be desired, will 
gladly be furnished any Banker upon request. 


The AMERICAN 


CREDIT~ INDEMNITY Co. 
OF NEW YORK J. F. M° FADDEN, presiDENt 
Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


Safe-Guard 


the payee name. 


A check is no safer than its payee 
name. Our interesting free booklet, 
“Armored Car Protection for Your 
Checks,” explains why. Send for a 


copy. 


Safe-Guard Check Writer Co. 


New York, N. Y. 


Farm Family 
(Continued from page 826) 


by direct purchase, and 66.9 per cent or 
$441 worth were furnished by the farm. 

Costs for clothing amounting to $235 per 
family, are 14.7 per cent of the total value 
of all goods. 

The 10 per cent of the total value of the 
farm house, taken as the cost of rent, is 
intended to cover taxes, insurance and re- 
pairs on the house and 6 per cent interest 
on investment. This value may seem high 
for farm houses, but it approximates the 
value of the use of these houses in compari- 
son with those occupied by other families. 
The average rental charge for all areas is 
$200. 

The average value of furnishings pur- 
chased during the year uf study is $40. 

Under operating expenses are included 
fuel, whether purchased or furnished by 
the farm, hired household help, laundry sent 
out, soap and other cleansers, and telephone. 
Depreciation and operating costs of the au- 
tomobile are included, insofar as they are 
chargeable to household and family use. 
Automobile depreciation is charged at 15 
per cent of the value at the beginning of 
the year of study. Included under automo- 
bile operation costs are gas, oil, tires, re- 
pairs, license fees, and insurance. Propor- 
tion of total cost of the car going for house- 
hold or family use was estimated at the time. 
Operating costs were highest in Massachu- 
setts, the average for the state being $299; 
and lowest in Alabama, with an average of 
$178. The average amount for all areas 
studied was $213. 

Expenditure for maintenance of health 
covered fees for doctor, nurse, and dentist, 
hospital bills, and medicine purchased during 
the year. This amount averaged $61 per 
family. 

“Advancement” costs include money spent 
for school or college, books, school supplies 
and tuition, home reading matter, organiza- 
tion dues, church support including missions, 
and recreation including special trips. The 
yearly amount spent by our representative 
farm family for advancement, according to 
this study, is $105. 

The value of goods for personal uses 
averaged $41 per family and “unclassified” 
averaged $3 per family. 

Money paid on life and health insurance, 
life insurance primarily, amounts to $41 per 
family. This is 2.6 per cent of the value 
of all goods. 


Savings Difficult to Define 


T is greatly regretted that, because these 

surveys were made by so many persons, 
it did not seem safe to include the important 
item of savings. It was attempted but im- 
mediately such questions arose as, “What is 
meant by savings?” “Would savings in- 
clude the payment we made on the mort- 
gage?” “Would it include the money we 
plan to spend for the light plant?” “Or 
would savings be just what we put in the 
bank for children’s schooling?” “Would 
our wheat which we are holding for a higher 
price be savings?” Right here Dr. E. L. 
Kirkpatrick, who is in charge of these 
studies, suggests that the American Bankers 
Association can do much to help clarify or 
define the term, “Savings,” for farm people. 
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Totals of savings have been compiled for 
only two states. For the Kentucky study, 
$91 per family per year was reported and 
for a similar study of 406 families of 
Livingston County, New York, in 1921, the 
amount of savings reported averaged $38 


per family. 
In a comparison between owner and tenant 
families in which 1950 owner families 


and 867 tenant families were involved, it 
was found that, from the standpoint of the 
total value of all goods used owners fare bet- 
ter than do tenants, total values of goods 
used being $1,717 for owners and $1,357 for 
tenants. The average size of family among 
these owners is 4.4 persons and among the 
tenants is 4.5 persons. 

From the standpoint of the distribution 
of the total value of goods for various pur- 
poses, owner families seem to live better 
than do tenant families. Owner families 
also use more for clothing, the values of 
clothing being $254 and $197 per family for 
owners and tenants, respectively. Owners 
live in better houses than do tenants, the 
average rental charge for use of the house 
being $220 for owners aud $159 for tenants. 
Houses occupied by owners are larger than 
those occupied by tenants and the houses of 
owners are better equipped with modern 
conveniences. 

The owner families turn a larger portion 
of the total value of all goods used to the 
less material needs—formal education, re- 
creation, and church support—termed ad- 
vancement. For owners, 7.4 per cent of the 
value of all goods per family go for ad- 
vancement in comparison with 4.3 per cent 
of this value for tenants. 

Comparisons of expenditures for clothing 
within the 2886 families showed that the 
average clothing costs for women are higher 
than for men and for daughters of twelve 
years and over, higher than for sons of cor- 
responding ages. Cost of clothing increases 
rapidly for both sons and daughters trom 
infancy to about twenty-four years, after 
which it declines noticeably. Figures for 
clothing expenditure for families of four 
of the states have been analyzed in detail 
and issued as a basis for further studies. 


The Practical Applications 


O make these studies immediately useful, 
and as a guide to a more efficient use 
of goods by any farm family, Dr. Kirk- 
patrick issues with his preliminary summary 
for each state, certain tables showing the 
distribution of the average values of goods 
by total value groups and shows how any 
given family can compare themselves with 
any one of these groups. He points out 
that since any of the sets of figures chosen 
as a guide in the expenditure of money and 
the use of goods are merely averages of 
present habits of consumption several pos- 
sibilities for improvement may be notea. 
One of these possibilities is an attempt 
by each family to save something, if only 
a little annually, for future needs, not an- 
ticipated at present. Many families try to 
save about 5 per cent of their income, 
roughly 5 per cent of the total value of 
all goods used. He suggests that savings 
can be put into a savings account to be 
drawn on only in case of absolute necessity 
or emergency such as serious illness or acci- 
dent and he calls attention to the possibilities 
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Ayour COMPANY’S NAME HERE 


and more effective ways to get new ac- 

counts, to keep old customers sold, 
have learned of a new way to do this double 
job with maximum satisfaction . with 
minimum expense. 

This new way is so simple that many 
will not credit it with the big jobs it can 
do. But you can’t laugh off results! Hun- 
dreds of the biggest bankers in the country, 
the most conservative and shrewdest busi- 
ness men, have proved this method with 
the utmost results. 

This new way is the Autopoint Pencil. 


| ee bank executives, seeking new 


855 
FREE 22.232! 
Executives 
A beautiful sample 


Autopoint Pencil 
See coupon below 


How to Buy Accounts 


A new form of wasteless advertising that sells 
those you want to reach—that builds and main- 
tains good will—constant results that cost but a 


few pennies a year 


only physically but mechanically . . . it 
is so genuinely useful, so universally appreci- 
ated . that a man once given one will 


never give it up. 


. Thousands of Autopoints have been used, 
in varying qualities and kinds, with firms’ 
names stamped upon their barrels, to carry 
the message of better sales results, of more 
economical advertising. 


Autopoint is the only pencil made of 
Bakelite, the featherlight, Gibraltar-strong 
composition that comes in the widest range 


service—your bank. To build you 
ume” for you. 
Beautiful “Balanced” Pencils 


Autopoint is so inherently attracti 


Autopoint’s 
3 Big Exclusive Features 


1 Cannot “jam”’—protected by an 
exclusive patent. 


2 Bakelite barrel—onyx-like, 
weight material — cannot 
split, tarnish or burn. 


repairs, no bother. 


AUTOPOINT COMPANY For Bank 
4619 Ravenswood Ave., Chicago, Ill. Ececutives Only 


Without obligation, please rush sample Autopoint Pencil, 
your business-building gift proposition, prices of pencils 
and stamping, and full information. I attach business 
card or letterhead. 


Company 
Address 


of Christmas savings clubs with the local 
bank or of postal savings accounts to facili- 
tate the matter of savings. 

Possibilities of improving food selection 
so that more nourishing food at the same 
or less cost is obtained are discussed. It is 
pointed out that it is probable that some 
farm families are less economical when 
using foods furnished by the farm than 
when using purchased foods and that other 
farm families fail to get the maximum quan- 
tity, quality, and variety of vegetables and 
fruits which may be had from the garden 
and orchard at relatively low costs in com- 
parison with market prices of these products. 
Each item in expenditure is gone over in 
this way. 

“Good health may be obtained with some 


You use them to advertise your bank. Day 
after day, year after year, they stay where 
you put them—a constant reminder of your 


light- 


3 But one simple moving part. Noth- 
ing complicated to go wrong. No 


of beautiful colors and effects. 

There are no screw threads to break, no 
doubtful mechanism to jam. In fact, Auto- 
point exclusively uses a ‘‘one-moving-part” 
mechanism that is unqualifiedly guaranteed 
for the life of the pencil. 


Send the Coupon Now—for Yours 


There is a grade of Autopoint for every 
use—a size for every need. See them at 
any .stationer’s. Executives of banking in- 
stitutions are invited to mail the coupon 
NOW for attractive Autopoint with their 


r “‘vol- 


ve, not 


name stamped on it, and interesting new 
literature and price list. There’s no obli- 
gation. 

Learn NOW about this amazing new road 
to profits—a way to advertise for many who 
have considered advertising too costly for 
their businesses. 


dent, 


Better Pencil” 


Autopoint Company 
4619 Ravenswood Ave. 
Chicago, Illinois 


Clip the Coupon and 
Mail NOW! 


families for less than the amount going for 
this purpose,” says Dr. Kirkpatrick in is- 
suing his totals, but he emphasizes that 
“A certain sum should, if possible, be held 
available for this use when needed. If not 
used during the year for which plans are 
being made the amount reserved may be 
added to the savings account as a protection 
against sickness expenses in the future. 
“The proportion for advancement may be 
larger than needed if no children are in 
school or it may be entirely inadequate in 
case one or more children are in high school 
or college. This group of goods is worthy 
of all possible consideration and may well 
constitute a larger proportion of all goods 
as the needs become evident and as funds 
are available. Here as elsewhere, however, 
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fanuanys Caterpillar 
at Tasks — 


TATE, County and Municipality find 

work for the “Caterpillar” the year ‘round, 
In the snow belt it pushes a path through 
January snows—in June the same tractor 
smooths the roads for high speed traffic. 


Every taxpayer and motorist looks kindly on 
the powerful “Caterpillar” that gives him bet- 
ter roads through all the year. 


CATERPILLAR TRACTOR CO. 


Executive Offices: San Leandro, California, U. S. A. 
Factories: Peoria, Illinois - San Leandro, California 
New York Office: 50 Church Street 


Successor to 


BEST 


money need not be spent lavishly without 
due consideration merely because the pur- 
pose is regarded as educational or spiritual. 
Values to be obtained for money spent 
should have careful scrutiny. 

“Probably the proportion of the total for 
goods of a personal nature can be reduced 
in some instances. A little saving through 
more attention to needs, purchases and use 
of goods of this type, may mean greater 
satisfaction through the use of goods filling 
other needs. 


More Life Insurance Needed 


wd . attempt to raise slightly the amounts 
for life and health insurance might 


well be made by most families. Many of 


The Holt Manufac- HOLT 


turing Company 


There are four 
models of 
“Caterpillar” 
Tractors: 
SIXTY 
5-TON 
THIRTY 
2-TON 


these families provide for no insurance, and 
therefore, the average expenditure for in- 
surance is lowered considerably. No farm 
family should be satisfied with carrying as 
little insurance as is suggested by the aver- 
ages of premiums paid by the families of 
some states which averaged as low as $27 
per family in one state. 

“The proportion for unclassified goods, 
although usually small, needs consideration 
in any plan of expenditures. If desired, 
money for goods in this group may comprise 
a part of a general reserve fund to be held 
for urgent unexpected needs during the year. 

“In attempting to improve on any set of 
the averages, allowances to be made must 
be governed to some extent by the different 


ages and the interests of the different chil- 
dren sharing the family living. This varies 
for each group of articles. An adult son 
or daughter consumes as much food as does 
a parent, but this food is provided at rela- 
tively lower cost per individual owing to 
a greater advantage from buying and pre- 
paring food in larger quantities. This is 
true, probably to a greater degree, with 
housing, fuel and other operation goods. 
The reverse is true with clothing, and often 
with such advancement goods as education, 
recreation, etc., for here the adult son and 
daughter spend more than their parents. 
But whatever the money available, the art 
of getting better values for each dollar 
spent should have first consideration. The 
ability to get better values for money spent 
will be realized most readily through an at- 
tempt to attain a definite goal set by all 
members of the family. 

“Why can not each farm family set up 
its own goal for improvement?” asks Dr. 
Kirkpatrick in each state summary. “Would 
there be any zest in seeing how near the 
family might be able to go toward a definite 
goal set? Is it worth trying in your local- 
ity? 

“Each farm family may well attempt to 
prepare a well-planned scheme covering one, 
three, or five years of family living. Every 
family should have some idea of what its 
living has cost in money during the past 
year. Using this as a mere starting point 
why not apportion it as best one can, add 
estimates of the values of goods furnished 
by the farm and see how the plan looks 
on paper? This plan can then be revised 
and reshaped at the beginning of each year 
in counsel with all members of the family 
in such a way that each will have a better 
understanding of where the money goes and 
a greater desire to help attain a definite goal 
in family living.” 


Opening the Door 
(Continued from page 828) 


put into effect what is a reasonable charge 
for a deposit under, say, $50, there goes 
up a roar that the banks are gouging their 
customers. In college towns this has been 
possible and the tendency of the college 
boys and girls to give small checks—not to 
mention the snow variety—is well known. 
The parents are afar off and there is little 
complaint. One banker who installed a 
check charge for deposits under $50 re- 
ported that he lost 800 accounts. “But,” 
said he, “the total amount in these accounts 
was less than $8,000. We made money by 
getting rid of them, for they were accounts 
that caused us expense out of proportion 
to the return we were able to make out of 
the sums deposited. 

“But suppose the other banks of town 
made no charge. Could he afford to lose 
800 customers? Some of them might event- 
ually become large depositors and there is 
always the feeling that the small depositor 
is the one who does the most advertising 
for a bank. 

“T was asked by one of my directors,” 
said a country bank president, “why I al- 
lowed a note for ten dollars to go through 
the bank? Its maker was an humble work- 
ing man and none too good security at that. 
There was a chance that he might not pay. 
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It was suggested that this was a bank and 
not a gift enterprise. But that borrower 
would stand on the street and tell what a 
good bank was ours; he would do us more 
than ten dollars’ worth of good even if he 
did not pay the note—and he was as likely 
to pay as some larger borrowers. The man 
who borrows a thousand dollars never says 
anything about it—he keeps his own coun- 
sel and perhaps becomes peeved if he is 
asked to pay promptly. The small borrower 
is rather proud of being a customer of the 
bank and is not slow in talking about it. 
Maybe it is not good policy, but my ex- 
perience is that it is from such customers 
that the bank gets more kind words than 
from any other source and we can well 
afford them within reasonable limits.” 

And kind words count. There are two 
banks in a central Kansas county seat. 
Their business reaches out to the surround- 
ing rural territory for fifteen miles. In one 
township nine-tenths of the families do busi- 
ness at one of these banks; in another town- 
ship the greater portion do business at the 
other. Why? There is no family rela- 
tionship or similar reason. The explana- 
tion given by the bankers themselves is 
that in each township the leading family 
since pioneer days has been a customer of 
one of the banks. It has spread the news 
of its connection and gradually led its 
neighbors in the same direction. Popula- 
tion changes rapidly in the rural sections 
and as new neighbors came in they fol- 
lowed the lead of the older settlers. 


Telling the Customers 


HE banker cannot, of course, go into 
the newspapers or to the billboards and 
set forth all the facts about his institution’s 
expenses but he can explain it to his cus- 
tomers. He can show them how there is a 
definite cost that must be met before he 
can distribute to his stockholders any return 
for the use of their capital. He can show 
the necessity for making certain charges and 
for refusing to extend some favors. 
Whether or not he can reduce the interest 
rate on time deposits depends on the amount 
of nerve he and the other bankers of the 
community possess. Doubtless it is a dif- 
ficult problem when one bank in a town 
stands out for high rates. Even though it 
may be fairly certain that he is paying for 
business he may consider it his best way out 
of a present day situation. But certainly 
he is adding to the cost of opening the 
door every morning—and that must be 
taken into consideration if he is to show a 
reasonable return. 
The bank is to the public more or less of 
a mystery. Little is known of its processes 
and because it handles the wealth of the 
community it is visited with a degree of 
misunderstanding. Notwithstanding the 
many bank failures of the past decade, to 
the public the banker is always rich; the 
bank represents plutocracy; its ability to 
finance not only the community but itself 
is taken for granted. The public is not 
intentionally unfair—it is simply  misin- 
formed, or rather not informed at all. It 
fails to comprehend that every function of 
the bank involves an expense and that ex- 
pense must be in some manner earned. The 
so-called free service—the check books, the 
keeping .of accounts, the occasional pres- 


AMERICAN BANKERS ASSOCIATION JOURNAL 857 


OOO calls a day 


EARLY 3,000 banks are reached 

every business day by National 

City representatives, either through 
personal call or by telephone. 

Making recommendations for your 
bank’s investment, sharing with you 
the investment information available 
through the fact-gathering facilities of 
this Company—that is the work of 
National City representatives. They 
are at your service. 


‘The National City Company 
National City Bank Building, New York 


Offices in more than §0 leading cities throughout the world 


BONDS + SHORT TERM NOTES ° ACCEPTANCES 


ents distributed as a matter of good will— 
all these and many other things go into the 
demand on the receipts coming from in- 
terest and accommodations for which 
charge is made. 

The customer who complains that the 


bank charges too much interest and that it ” 

is not sufficiently liberal in making loans, RX Steel-Strong 
regardless of the soundness of the collateral, Rain 

might change his opinion were he to under- bow Wrap oa 
stand just what opening the door costs. . wrap pennies, nickels, 
Likewise the banker who studies his expense dimes, quarters and halves —denom- 
account and finds the actual money involved ination wrapped is shown by colored 


spiral line on the wrapped package. 
One wrapper wraps five denominations 
Replace your Old Styles with Rainbows 

Sold by all Stationers—Write for Catalog 


in the turning of the key each morning 
might seek ways and means by which he 
could reduce his outgo and add something 
to his income. 

_ The Nebraska banker did not know that eae 
it cost him one hundred dollars simply to Makers of “Steel Strong” pero my — 
turn a key, not for a single day but every bank supplies for 8 years. 

morning the year through. His customers 
probably have no conception of this expense. 
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Condition of Business 


By MILAN V. AYRES 


Although Business Is At a Slightly Lower Level There Is Nothing 


Indicating a Drastic Curtailment. 


Discounted. 


USINESS activity in general is 
probably, taking all things into 
consideration, at a slightly lower 
level than a month ago. Most, if 

not all, of the indexes of business activity 
issued by the various institutions which 
maintain such indicators, show some decline 
during recent weeks. None of them, how- 
ever, indicate anything approaching drastic 
curtailment. There has been a very general 
feeling for several months past, both among 
professional economists and among business 
men, that the high level of prosperity 
reached in the latter part of 1925 could not 
be long sustained, and that therefore we 
must be on the verge of at least a recession, 
if not a depression, in business. 

The slight slackening that has actually 
occurred was therefore fully discounted in 
advance, with the result that sentiment 
seems to be more confident now than it was, 
say, three months ago. Still, the general 
opinion probably is that the first third of 
the year will prove to have been the most 
prosperous third, but that prospects for the 
remainder of the year are by no means 
gloomy. 


Automobile Price Cutting 


T was pointed out last month that, while 

automobile production for the first quar- 
ter broke all records and predictions from 
men in the trade were for a record breaking 
year, this condition was similar to that 
which existed in the spring of 1924 and 
which was followed by a very serious cur- 
tailment, resulting in a disappointing annual 
total. There are not lacking indications 
that history is going to repeat itself. April 
production was practically the same as that 
of March, and exceeded that of April, 1925. 
May figures are not yet available, but it is 
known that some important companies have 
reduced their rate of output, while there 
has been in evidence a good deal of price 
cutting that suggests an effort to stimulate 
waning demand. 


Building 

EPORTS of contracts let during the 
first half of May indicate that the final 
figures for the month will probably be 
slightly less than for April. Ordinarily May 
figures exceed those of April, so that if 
this year they are less, that will indicate 
a falling off in construction activity. It is 


true that a small recession for one month 
may mean nothing, but, as it has been be- 
lieved for a long time that the present pro- 
longed building boom must be approaching 
its end, it is natural to regard any apparent 
decrease as probably indicating that long 
expected termination. 


Slight Slackening Fully 


Building Falling Off. Activity in Steel and 
Iron Industry Very Good. United States Avoids Price Fixing. 


If construction is destined to drop back 
to something approaching its pre-war level, 
it is to be hoped that it will do so gradually, 
because a sudden and severe reduction in 
so great an industry could not fail to have 
an adverse effect on many other lines of 
business. But it may be that construction 
is not so far above “normal” as has been 
assumed. Building almost stopped during 
the War, and when it started on its present 
“boom” by leading business up out of the 
depression of 1921, the general expectation 
was that it could continue at a high rate 
only until the war shortage was made up, 
after which it must drop back to “normal.” 
Indications are that the war shortage has 
been filled nearly everywhere, and the ques- 
tion is, “Why doesn’t building stop?” 

May it not be that we need more new 
buildings annually now than we formerly 
did, for the same reason that we need more 
new automobiles, namely that our standards 
have grown with our prosperity? It is cer- 
tainly true that the ideal home, office build- 
ing, school, church, stadium, bridge or rail- 
road station, as visualized by the average 
American today, is a finer structure than 
the one which satisfied him in pre-war times. 
Perhaps our great building activity is more 
the result of this changed ideal, and less 
that of needing to make up a shortage than 
we have realized. If such is the case, it 
may well be that we are not to witness any 
such decrease of building activity in the 
near future as most of us have considered 
inevitable. 

A factor which might be interpreted as 
indicative of a falling off in construction 
is the decreased consumption of cement. 
Production in April was 10 per cent, and 
shipments were 9 per cent, below the figures 
of last year. For the first four months of 
the year production was down 8.5 per cent 
and shipments 5.5. The probability is, how- 
ever, that these figures are a result of a 
cold late spring. A great deal of the cement 
is used in road construction, which was un- 
doubtedly delayed by the weather. More- 
over, many other construction projects, not 
located on paved highways, are delayed by 
a late spring, on account of the soft roads 
preventing the delivery of materials. 


Iron and Steel Orders 


Fo four consecutive months unfilled or- 
ders of the United States Steel Corpora- 
tion have decreased. However, they usually 
do decrease during the first quarter of the 
year, and while they are slightly lower now 
than a year ago, the difference is not suffi- 
cient to be very significant. Some depart- 
ments of the iron and steel business have 
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shown recent recessions, while others lave 
had substantial improvement. 

In general, in spite of an unsatisfactory 
volume of orders ahead, production is keep- 
ing up to a high level. Prices, however, 
are felt to be too low, and have been drop- 
ping for months. Considered as a barom-ter 
of general business, it may be said that in 
iron and steel, as in construction and auto- 
mobiles, the present rate of activity is very 
good indeed, but the outlook is a little un- 
certain. 


The General Strike 


the most important oc- 
currence, from the view point of business, 
during the month has been the British gen- 
eral strike. It was a thoroughly satisfactory 
event, a colossal experiment in practical 
economics, well worth all it cost. At least 
that is the impression we get from this side 
of the Atlantic. 

For -a good many years, certain minds 
among the labor leaders, particularly in 
some of the European countries, have been 
looking forward to the time when labor 
unionism would be in a position to inforce 
all demands, through its possession of an 
irresistible weapon, the general strike. This 
program has been dependent upon the prop- 
ositions that all labor organizations of one 
nation would be combined or federated into 
“one big-union,” that substantially all would 
obey the orders of the leaders of that union, 
and that a sufficiently large proportion of 
all industrial workers would be unionized 
so that a strike of all of them would para- 
lyze an entire country. 

A number of so-called “general strikes” 
have been tried in European cities and none 
of them have been really successful, but in 
none of them have the workers been in a 
position to apply the real thorough-going, 
nation-wide, paralyzing general strike which 
was to be the ideal weapon. For a long 
time it has been the talk in English labor 
circles that England was going to be the 
first country to amalgamate the different 
groups so thoroughly, and to enroll in the 
unions so large a proportion of all workers, 
that a real triumphant demonstration of the 
general strike idea could be had. 

To thoughtful outsiders, and doubtless to 
a good many insiders as well, it has ap- 
peared clear that such a weapon, if it could 
be wielded as effectively as its advocates 
imagined, would be too dangerously destruc- 
tive to be in the hands of any man or group 
of men; but it has also seemed clear that 
it must prove to be a futile weapon, because 
more painful to its wielders than to those 
against whom it would be aimed. It looks 
as though this latter supposition had been 
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proved to be correct. Such information as 
we have, seems to indicate that the strike 
was called off because the leaders were ter- 
rified by the results, actual and prospective, 
of their very brief experiment. 

The conclusion that the idea of the gen- 
eral strike will be wholly abandoned as the 
result of this one trial, is perhaps too good 
to be true. Doubtless some of its advocates 
will soon be explaining m what ways this 
one was mismanaged, and contending that 
more careful preparation and wiser control 
will assure the success of the next one. 
We are very hopeful, however, that there 
is not going to be any next one. We think 
it will be very difficult to persuade the 
English working man to repeat that par- 
ticular foolishness, and we are confident that 
if the general strike as a practicable weapon 
is, as we hope, permanently discredited, this 
trial of it will be worth all it has cost. 


T is hard to get up as much interest in 

something that did not happen as in af- 
firmative occurrences, but it is safe to say 
that if the Haugen Bill for agricultural 
relief had become law last month, instead 
of being defeated, it would have been the 
month’s most important news for American 
business, and much more disturbing in its 
implications than anything deducible from 
current statistics. The fact that it was de- 
feated by a substantial majority is most 
reassuring. It contemplated the establish- 
ment of an organization for the control of 
prices of farm products. It could not have 
succeeded, but it could have done a great 
deal of harm, at large expense. 

Doubtless the example of the coffee valor- 
ization scheme of Brazil and the rubber 
control of the British East Indies had much 
to do with encouraging its proponents. Both 
those plans work through drastic govern- 
ment control of production and both of them 
deal with products which are very nearly 
monopolies of the nations concerned. None 
of our important agricultural products is a 
monopoly, and none of them is produced by 
so few growers as to make control of pro- 
duction feasible. It is true that the Haugen 
Bill was not planned to work that way; it 
was rather intended to raise prices by what 
would have been in effect government sub- 
sidy, but no subsidy could keep up prices 
unless accompanied by an effective plan to 
limit production. The idea of dumping the 
surplus on foreign countries at a loss might 
have -worked for a while, but it would have 
made us many enemies, and in the end would 
have become unbearably expensive. 


SSUANCE by the American Telephone 

& Telegraph Company of $154,000,000 of 
new stock, placing it ahead of the United 
States Steel Corporation as the largest bus- 
iness concern in the world, calls attention 
to the modern policy of public utility com- 
panies in planning ahead for future growth. 
It is now customary for the telephone com- 
panies, electric light and gas companies, 
some of the traction companies and a few 
of the railroads to estimate ahead, for a 
considerable period of years, the rate of 
growth of the communities which they 
serve and the corresponding increase in de- 
mand for their product. Having found these 
figures, they proceed to use them as a guide 
in making the plans and spending the money 
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necessary to keep their facilities abreast of 
their growing market. 

The earliest of the public utilities, the 
railroads, in conformity with the custom of 
other businesses, used to postpone all new 
improvements and capital expenditures when 
business was dull, and spend lavishly for 
these things when business was good, thus 
contributing toward the severity of the 
swings from prosperity to depression and 
back again. To a great extent they still 
follow this custom, but some of the more 
enlightened, following the example of the 
newer utilities, have learned to reverse the 
practice, thus getting their needed improve- 
ments more cheaply, and at the same time 
helping to stabilize business. It is only by 
the aid of a long time forward program 


that such a reform can be effected. 

Telephone, electric light and gas com- 
panies, particularly, are in a preferred posi- 
tion to plan ahead of demand, and to take 
advantage of the lower price levels of de- 
pression periods, because, unlike the rail- 
roads, they suffer very little or not at all 
from the effects of business depressions. 
It is a fact that the net earnings of the 
telephone companies were actually larger 
during the depression of 1921 than in any 
previous period. During all that time the 
gross earnings, increased steadily, month by 
month, while expenses were less, due to 
lower prices for materials and labor. It is 
therefore not to be wondered at that the 
telephone companies should take the lead 
in planning for the future. 
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BANKING HEADQUARTERS 


OR 62 years the First National Bank has 
been intimately identified with the growth 
of Detroit. Each time the boundaries of the 

city have been extended, its increased industrial 

operations have created new and larger financial 
responsibilities. 


A complete financial service resulted from the 
combination of the First National Bank, Central 
Savings Bank and the First National Company. 
This group of affiliated institutions through charac- 
ter of organization, resources and location of build- 
ings instantly established a position of leadership. 


The banking accommodations provided by this 
ideal grouping creates in every sense of the word 


a Banking Headquarters. 


No matter what your needs may be from a finan- 
cial standpoint, Banking Headquarters offers you 
a complete and convenient service. You are 
invited to avail yourself of its facilities. 


RESOURCES OVER $170, O00, OOO 


DATE 


9-11 

9-11 
11-12 
14-15 
14-18 
15-16 
15-17 


Convention Calendar 


STATE 

ASSOCIATION PLACE 

Ohio Cleveland 
Minnesota Minneapolis 
Utah Richfield 
Idaho Pocatello 
Michigan S.S. “Noronic” 
South Dakota Watertown 
South Carolina Spartanburg 
Illinois Springfield 
Virginia Roanoke 


District of Columbia 
Hot Springs, Va. 


Connecticut New London 
Maine South Poland 
Iowa Sioux City 
New York Quebec, Canada 


June 22 
June 23-24 
June 25-26 
July 

July 15-17 
Sept. 2 
Sept. 15-16 
Sept. 21-22 
Oct. 22-23 
Oct. 22-23 


June 18-19 
July 13-16 
Sept. 20-23 


Oct. 4-7 


North Dakota Grand Forks 
West Virginia Huntington 
Colorado Glenwood Springs 
Wyoming Sheridan 
Montana Butte 
Delaware Rehoboth 
Kentucky Louisville 
Indiana Lafayette 
New Mexico Roswell 
Arizona Nogales 


New England Bankers 
New London, Conn. 
American Institute of Bank- 


ing Convention Dallas, Tex. 
Financial Advertisers’ Con- 
vention Detroit, Mich. 


A. B. A. Convention 


Los Angeles, Cal. 


Real Security 
(Continued from page 812) 


ficiency and preaching work around to the 
same end. 

There was a time in this country when 
cities and towns were with some regularity 
ravaged by epidemics. There were epidemics 
of yellow fever, of typhoid fever, of cholera 
and of small pox. Each, when it came, 
paralyzed business and took a heavy toll 
in money and in lives. Science discovered 
the cause of each and these epidemics passed 
into history. 

Now, we are in the midst of a moral 
epidemic, due, as were those epidemics of 
the flesh, to ignorance of causes on the part 
of otherwise intelligent people. 

We can no more get outside of the influ- 
ence of the eternal laws than we can get out- 
side of the influence of gravitation. There 
is no flower that blooms in the heart of 
darkest Africa, and no snowflake that is 
formed in the Arctics but in obedience to 
law. The more we conform to moral law 
—other things being equal—the more of 
prosperity we can win. 


Responsibility of Leaders 


is a public obligation,” says 
George E. Roberts, “upon the men 
who, by reason of their abilities, hold the 
positions of power and influence in industry 
and the community, to accept a larger re- 
sponsibility for the general welfare than 
they have in the past . . . They have to 
take the responsibility whether they like it 
or not. Whatever goes wrong with society 
for want of intelligent guidance, and affects 
the living conditions of the people unfavor- 
ably, reacts upon our business and social 
conditions. The average man does not think 
very deeply or reflect very profoundly about 
causes; he. judges mainly by visible results. 
It is up to the leaders of industry and so- 
ciety to produce results.” 

We shall all participate in a new and a 
better prosperity when there is a general 
understanding of the truth that there are 
eternal laws and that we may best prosper 
by going along with them. 

By spreading the truth that no man can, 
with impunity, beat these eternal laws, 
bankers can add to the prosperity of their 
own communities, for observance of the 
moral law is the real security back of all 
loans. 


Change Convention Date 


N order to avoid a conflict with the Vir- 

ginia Bankers Convention, the dates of 
the South Carolina Bankers Convention 
have been changed to June 15-17. The 
Convention will be held at Spartanburg, 
with headquarters at the Hotel Franklin. 
Special Pullman service has been arranged 
which will enable visiting bankers to leave 
Spartanburg in a special car and arrive at 
Roanoke, Va., on the morning of the 17th 
in time for the opening of the Virginia 
Convention. 

A splendid program has been arranged 
for the South Carolina bankers and indica- 
tions point to a record-breaking attendance, 
according to reports from Henry S. John- 
son, secretary. 
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How Banks Stand On Non-Cash Items 


HE banks of the country are strongly 

in favor of the Federal Reserve banks 
discontinuing the practice of collecting non- 
cash items free. 

This has been shown by responses to a 
questionnaire sent out to all of the member 
banks of the Federal Reserve System under 
the auspices of the American Bankers As- 
sociation. Returns were received from ap- 
proximately half of the 9000 banks. 

Of the 4420 banks which made a re- 
sponse, a total of 2604 banks declared them- 
selves in favor of discontinuing the service 
entirely; 779 indicated their favor of con- 
tinuing the service as at present; 831 de- 
clared for the continuance of the practice 
with a charge to cover the cost of service 
and 206 were in favor of abandoning col- 
lection of non-cash items entirely unless the 
service were placed on a charge basis. 


| hang more than two years a committee 
has been endeavoring to persuade the 
Federal Reserve banks to cease rendering 
this service on the grounds that it was not 
equitable for the System to perform this 
function, at the cost of more than a million 
dollars, where the benefits to the member 
banks were so materially unbalanced. The 
Federal Advisory Council recommended to 
the Federal Reserve Board that it dispense 
with this so-called free service and, for two 
years, the question has been under consider- 
ation of the members of the Board and the 
Governors of the regional Reserve banks. 
While a decision has been anticipated from 
time to time, as yet the Reserve officials 
have not taken definite action on the matter. 

The questionnaire was distributed during 
the latter part of 1925 by the Committee 
on Non-Cash Items, of which John W. 
Barton, vice president of the Metropolitan 
National Bank, of Minneapolis, is chairman 
to enforce the previous arguments that the 
bankers were opposed to the service without 
charge. In sounding the sentiment of the 
banks, the committee made it quite clear 
that its activities had been confined strictly 
to the handling by Federal Reserve banks 
of non-cash items and that they had no re- 
lation to the present service by the Reserve 
banks in the par clearance of checks and 
drafts drawn on member or non-member 
banks. 

To define just what it meant by non-cash 
items, the committee said: “Our contention 
is that any sight or time draft with or with- 
out documents attached drawn against an 
individual firm or corporation which comes 
in the possession of the Federal Reserve 
bank without the Federal Reserve bank hav- 
ing rediscounted the same for a member 
bank, is a non-cash item, therefore a col- 
lection in their possession. Likewise any 
maturing note which the Federal Reserve 
bank may be requested to handle for collec- 
tion without the Federal Reserve bank hav- 
ing first rediscounted the same is also a 


DISTRICTS 


In favor of continuing service as at present ........ 
In favor of discontinuing service entirely ......... 


non-cash item. Further, that all dunning 
drafts, etc., in which, of course, neither the 
member bank nor the Federal Reserve bank 
in particular can have any invested funds 
are non-cash items. In brief, any item com- 
ing into the possession of a Federal Reserve 
bank not drawn on or payable by a bank 
or trust company and for which Reserve 
bank has not given credit in reserve account 
to its indorser is a non-cash item.” 


aortas has been registered by the 
banks for some time against the col- 
lection of non-cash items by the Federal 
Reserve banks on the grounds that the cost 
of the service is paid for by all member 
banks while the benefits are confined to a 
relatively few banks. There is no saving 
of time in the handling of collection items 
through the Reserve banks, it is shown, and 
furthermore it is pointed out that inasmuch 
as the items cannot be presented to the party 
upon whom they are drawn without the Re- 
serve bank presenting them through a bank 
in the city in which they are payable for 
presentation—except in thirty-five cities 
where there is a regional bank or a branch 
of a regional bank—there is a duplication 
of service costs. 

Member banks can absorb the service now 
performed by the Federal Reserve banks 
in the collection of non-cash items without 
any appreciable increase in their cost of oper- 
ation, the committee states, as the member 
banks must maintain collection departments 
for the handling of outgoing and incoming 
collections and are thus equipped to do the 
work. 


66 HERE is no such thing as free ser- 
vice,” the committee insists. If the 
Federal Reserve banks perform such service 
gratuitously at a cost to them of approxi- 
mately one million per annum, sooner or 
later the tax payers of the nation pay the 
bill. If private banks perform voluntary 
services, they do so at a cost to their stock- 
holders. Such services may be necessary 
under the spur of competition, but cannot 
be justified on any other ground. Every 
individual, or corporation, is entitled to rea- 
sonable compensation for service in connec- 
tionewith commercial transactions and there 
seems to be no more justifiable reason for 
the free collection of non-cash items by 
Federal Reserve banks than for the Attor- 
ney General to get a benevolent Congress 
to authorize the employment of a group of 
solicitors to be paid by a franchise tax on 
lawyers for the purpose of furnishing gra- 
tuitously opinions on real estate titles or 
for the quartermaster of the army to run 
retail and mail order stores for the distribu- 
tion of foods and supplies at less than cost 
—the difference to be met by taxing those 
not using their facilities. 
“The tendency toward government con- 
duct of affairs has been frequently criti- 


1 2 3 4 5 


50 138 88 72 48 
95 168 105 161 149 


In favor of continuing with a charge to cover cost of service .......... 43 136 33 74 52 
In favor of discontinuing entirely unless service is on a charge basis.... 27 18 11 6 


188 469 244 318 255 
Cannot classify 
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AMERICAN 
BANKERS’ 
CONVENTION 


at 
LOS ANGELES 


-DAY all expense inclusive tour 
leaving New York, Sept. 16, 
on the Panama Pacific liner 

Finland, This splendid steamer and her 
running mates, Manchuria and Mon- 
golia, are the largest and fastest steam- 
ers engaged in coast-to-coast service. | 


A fifteen-day ocean voyage with stop- 
overs at Havana, Panama _ Canal, 
Coronado Beach and Los Angeles, for 
the Convention. Return stop-overs at 
Riverside and Grand Canyon. Ex- 
penditures are no greater in time or 
money than the usual all-rail tours. 


Accommodations consist of outside 
rooms on the steamer and, for the 
return, an all-room train with diner, 
club and_ parlor observation cars. 


PANAMA PACIFIC LINE 
International Mercantile Marine Company 


No. 1 Broadway 
New York City 


cised, usually by that group of citizens 
known as bankers, and we do not believe 
they want to lend their support to a prac- 


tice which is non-economic. If the free ser- 
vice doctrine is sound it is capable of in- 
definite expansion; if not sound it should 
no longer be followed and a _ reasonable 
charge made for the collection of non-cash 
items or the abolition of the practice. 

The result of the questionnaire by Fed- 
eral Reserve districts was as follows: 
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International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


First among American Investment Trusts 


Resources over $12,000,000 


Investment Engineering 
The safety of an investment, like a building, depends upon the 
scientific skill with which its foundations are constructed. 
Back of every share unit issued by the International Securities 
Trust of America are more than 500 different carefully selected 


securities. 


Profiting from a half century of British investment trust experi- 
ence, the International Securities Trust of America is offering 


to the American public 


A New Type of Investment Engineering 
Send for Booklet I—ABA-21. 


“The Investment Trust, 
The Culmination of Investment Service” 


American Founders Trust 


A MASSACHUSETTS TRUST 
FISCAL AGENT 


First National Bldg. 
ston 


50 Pine Street 
New York 


WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


A.C.ALLYN*» COMPANY 


Incorporated 


67 West Monroe St. 


New York Philadelphia Boston 


The Part Played 


(Continued from page 818) 


of the European countries. It helped to de- 
velop the Dawes Plan through its relation 
to the Rome Conference of the International 
Chamber of Commerce. 

It has followed with a friendly interest 
the work of the debt Funding Commission 
and only a week or so ago it was responsible 
for our resolution calling upon Congress to 
support the agreement between that body 
and the Government of France concerning 
the settlement of that country’s debt without 
political interference. 

This will give a glimpse of the varied 


Milwaukee Minneapolis 


CHICAGO — Phone Randolph 6340 


San Francisco 


subjects covered by the organized groups 
as represented by the divisions, sections, 
commissions and committees and may serve 
to increase your respect for the Association. 
It is like all other organized bodies of vol- 
untary membership. There must be a great 
deal of chaff in order to get some grain. 
Its opportunity for direct achievements is 
limited. Its chance to exert an influence 
upon the banking thought or upon the public 
mind is quite extensive. The Association 
is recognized as the natural leader in cer- 
tain types of discussions. 

It has frequently been criticized for not 
having expressed definite conclusions upon 
matters of financial and economic import. 


Again there is a practical difficulty. It can 
only express a conclusion in convention and 
it must be mindful of the divergent views 
of its various members drawn from all 
parts of the country and reflecting varied 
sets of conditions. It has been regarded 
by some as being but the vehicle for carry- 
ing the political aspirations of those bank- 
ers who desire to serve it in public office. 
Of course it must have officers and there is 
no way for the friends of a particular 
banker to crystallize a sentiment in his favor 
except by expressing a preference for him, 
but the Association has been signally free 
from the abuses of organization politics. 


New Problems on Horizon 


HERE are on the horizon a number of 

new problems. Their solutions will de- 
pend largely upon how well informed the 
members of our Association may become 
with respect to the principles involved in 
them. I have already spoken of the wis- 
dom of rechartering the Federal Reserve 
Banks before we reach a period too close 
to the expiration of the present charters. 
It is inconceivable that Congress would al- 
low that element of uncertainty to come 
into the business world when there seems 
no good reason for not reaching a conclusion 
in ample time. The influence of the opera- 
tion of the Federal Reserve Banks upon 
both the credit structure as well as the price 
condition is becoming to be a matter of 
some concern. The bankers will doubtless 
conclude that the matter is not one for 
mechanical control but rather one of eco- 
nomic influence. 

Instalment buying and the whole problem 
of financing it by a special type of organ- 
ization must be more definitely grafted 
onto our economic structure, and yet both 
elements must be rid of their extravagances 
and abuses if the public is to be served by 
them. 

I have tried to develop that the affairs 
of bankers and hence the work of the 
American Bankers Association has been 
and is yet of historical importance. It has 
accomplished some things of value and is 
in a fair way because of its accumulated ex- 
perience to exert a greater influence upon 
the future of the nation. Economics are 
being given more consideration in arriving 
at sound conclusions with respect to national 
problems. It is fitting that our Associa- 
tion should emphasize their value by the 
creation of a foundation of a half million 
dollars to be used to foster scholarships 
in the study of business and finance in the 
various colleges and universities, and that 
the bankers in all of the states should par- 
ticipate therein. This means a_ broader 
groundwork for an influence upon the eco- 
nomic soundness of the future. 

This is a foundation and the present sum 
is but the beginning. 
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Made in Germany 
(Continued from page 810) 


machine tool, boiler and general engineering 
branches, numerous mergers have taken 
place, all with primary aim of reducing the 
number of types. The electrotechnical in- 
dustry is on the eve of a great combine 
with aim of standardization. This plan is 
facilitated by the fact that two great con- 
cerns, the General Electrical and _ the 
Siemens group, already dominate almost the 
whole industry and it is further facilitated 
by the fact that the scattered light and 
power stations are rapidly being concen- 
trated in a few hands, public or private, with 
result of reducing the multivariety of types 
of apparatus, transmission material and in- 
stallation material. 

At last year’s Electrical Congress at Ber- 
lin, both Dr. von Siemens and Herr 
Deutsch, the chief of the General Electrical 
Co., advocated an all-German Trust, the 
aim of which, according to precedent, would 
be to reorganize production processes and 
reduce costs. This old plan was brought 
to the surface by another, entirely different, 
standardization plan in the steel industry. 
The creation, already accomplished, of the 
great western steel trust has _ practically 
compelled the two chief German electrical 
plant manufacturers to form a trust of their 
own. 

Until lately a great part of Germany’s 
electrotechnical industry was _ associated 
with the heavy steel industry in a loose 
combine. The late Hugo Stinnes first 
formed the Rhine-Elbe Union, comprising 
the Deutsch-Luxemburg, Gelsenkirchen and 
Bochum Cast Steel corporations, all pro- 
ducers on a vast scale of coal, pig iron, 
steel and rolled goods. Next he brought 
the Rhine-Elbe Union into association with 
the three Siemens corporations, the union 
being thereby expanded into the Electro- 
Metal Concern. This was a typical “ver- 
tical” combine, embracing everything from 
fuel below the surface to highly finished 
manufactured wares. 

Early this year, however, the three men- 
tioned coal and steel corporations decided 
to fuse entirely with four other corpora- 
tions of the same class, creating a_hori- 
zontal trust which would produce nothing 
but coal and heavy iron and steel. Thereby 
the association between the original three 
Rhine-Elbe Union corporations and the 
Siemenses was automatically dissolved. 

The horizontal principle had triumphed 
over Stinnes’ favorite verticals. The ob- 
vious resort of the Siemens interests, now 
divorced from their coal-steel alliance, was 
to enter into their own horizontal alliance, 
confining themselves to production of fin- 
ished electrical wares. Hence the plan to 
form an all-German electrotechnical trust, 
which would consist essentially of Siemens 
and the General Electrical. The aim is to 
put through a very complete system of 
division of labor and _ standardization. 


The Depression in Steel 


oe Western Steel Trust, or Vereinigte 
Stahlwerke A. G., which is much the 
greatest industrial corporation in Europe, is 
itself a direct outcome of the quantity pro- 
duction propaganda. The German steel in- 
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GENERAL MOTORS 
ACCEPTANCE CORPORATION 
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dustry is severely depressed. Production 
is much lower than it was a year ago. The 
raw steel syndicate, which controls all pro- 
ducing corrorations, has for about a year 
past decreed an all-round 35 per cent re- 
duction of output. The price question is 
acute. Franco-Belgian exchange dumping, 
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of late aggravated by new franc-exchange 
declines, has reduced European prices to 
below production cost. 

The one visible remedy is to reduce pro- 
duction cost itself by means of a complete 
reorganization of manufacturing methods. 
The division of the steel industry into 


numerous corporations prevented this and 
the enforced 35 per cent cut in reduction 
made matters worse. In order to avoid 
complete closing down, each corporation was 
compelled to produce its full 65 per cent 
ration without regard to whether its plant 
and methods were suitable or not. Thus 
one corporation was rolling its full ration 
of sheets although for this branch it was 
not efficiently equipped, while next door 
another better equipped corporation was 
turning out sheets at far below its capacity. 
It was the same with bars, structural iron, 
wire and so on. The depressed steel market 
had the effect of hampering a normal di- 
vision of labor. 


HE new Western Steel Trust grew out 

of these conditions. It consists in formal 
fusion into a single corporation of the lead- 
ing corporations, Krupps special 
reasons, remaining outside. Complete re- 
organization and the concentration in each 
workshop of the branch of production for 
which it is suited are to be put through. 
The reorganization work will take several 
years but it is estimated that if prices of 
ore, coal and labor remain unchanged, the 
result will be a reduction in iron, steel and 
rolled material production cost of at least 
15 per cent. 

The steel trust consists of the three orig- 
inal Rhine-Elbe Union corporations 
(Deutsche-Luxemburg, Gelsenkirchen and 
Bocum Steel), the Phoenix Co., Thyssen 
Concern and the Rhenish Steel Co., with 
its subordinate van der Zypen-Wissen Co. 
The latter pair bring the trust into touch 
with the Cologne concern of Otto Wolff, 
which, incidentally, has a monopoly of the 
tinplate trade. 

The trust corporation has a capital of 
920 million marks, which is much bigger 
than that of any other European industrial 
concern. It produces 40 million tons of 
coal out of the 156 million tons controlled 
by the Ruhr coal syndicate, about six mil- 
lion tons of steel out of the 14,700,000 tons 
controlled by the raw steel syndicate and 
about 67 per cent of the semi-finished mate- 
rial production of Germany. 

The steel trust, though it is really not a 
manufacturer but a producer of raw and 
semi-finished materials, must be considered 
the only great completed achievement of 
Germany’s standardization movement. Its 
history illustrates what has been said as 
to the German state’s favoring attitude to- 
ward such combines. For months in late 
1925 the formal foundation of the trust 
was delayed by difficulty in financing the 
heavy fusion-tax payments required by 
German law. In order to shelve this dif- 
ficulty, the trust was at first formed merely 
in the shape of a “study corporation” with 
nominal capital. The Luther cabinet there- 
upon specially put through the Reichstag a 
bill reducing by half some of the fusion 
taxes and abolishing one of them altogether. 

Chancellor Luther justified this measure, 
which was taken in the interests of a single 
group of corporations, by declaring that all 
industrial combines ought to be encouraged 
when their motive was not purely financial 
but lay in the design to “rationalize,” for 
which purpose it was first of all necessary 
to merge independent competing corpora- 
tions and to place single managements at 
the top. 
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Profits in Auto 
(Continued from page 821) 


son, $3,827,000 and $2,746,000 respectively ; 
Chrysler, $3,501,000 and $4,112,000; Nash, 
$3,099,000 and $4,138,000; Packard, $1,082,- 
000 and $3,123,000; Studebaker, $3,606,000 
and $4,029,000; Mack $1,755,000 and $2,316,- 
000; and Dodge, $6,357,000 and $5,990,000. 


Not All Companies Profitable 


large current earnings reported 
at the beginning of this article, however, 
do not prove that all concerns engaged in 
the motor industry are enjoying like pros- 
perity, for they naturally represent only the 
larger and more successful companies. 
During the quarter century of development 
and constant change more than 1000 motor 
companies have gone to the wall. Competi- 
tion has at all times been unusually keen 
and, in the general business slump after the 
war, the entire industry was dealt such a 
staggering blow that many of the companies 
whose cars were at one time favorites in 
the motor world never recovered, and others 
are just now working back to a sound con- 
dition. 

Unfortunately, it is impossible to present 
a complete tabulation showing the profits 
and losses of all individual companies for 
the reason that those in receivership or 
liquidation or being carried along by their 
creditors do not usually publish detailed 
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reports. A condensed picture of the whole HAWMUT serves a two-fold 
industry may be had from an examination . , 
of the annual reports of the United States clientele. On one side, the 


Bureau of Internal Revenue, Income Tax 
Division, and while these are not published 
until a considerable time after the individual 
statements, the latest available being for the 
year 1923, they prove conclusively that the 
motor industry, like most other lines, is not 
the royal road to wealth for everyone en- 
gaged in it. Following is a compilation 
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taken from the reports for the years 1919- 
1923 to show the aggregate net incomes for 
all corporations engaged in the manufacture 
of passenger cars, trucks, bodies, parts and 
accessories which had net incomes, the Fed- 
eral taxes paid thereon, and the aggregate 
deficits of the corporations which had no 
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net income. 
Net Profits (or Losses) of Auto Manufacturers 
(From Reports of U. S. Department of Internal Revenue) 

Number 1919 1920 1921 1922 1923 
Number of corporations reporting net income 285 375 251 430 431 
Number of corporations reporting no net income 17 483 749 645 544 

Total number of corporations reporting.. 302 858 1,000 1,075 975 

Amount (000s omitted) 

Total net income of corporations reporting 

233,814 225,617 148,230 314,950 351,751 
Income and profits tax............ccccceeees 74,048 60,395 44404 35,565 42,410 
Balance net income............cccccecceccee 159,766 165,222 103,826 279,385 309,341 
Total deficits of corporations reporting no 

*Deficit. 

Balance net income after deficits............. 159,502 125,075 *60,528 223,046 253,980 


of corporations that lost money than made 
a profit. 


It will be observed that in every year, 
except 1919, there were a greater number 


The Outlook Satisfactory 


N considering the present outlook for the 

industry, particularly as to probable earn- 
ings, there are numerous factors. The 
question of whether 1926 will witness a 
production equal or exceeding the record 
in 1925 is answered by most authorities with 
the opinion that this year’s total will be 
somewhat smaller, although strangely, many 
of these opinions add that the particular 
concerns which they represent expect to 
better their last year’s record. Presumably 
the curtailment must come from the “other” 
companies. 

The April, 1926, production was 455,842 
cars and trucks, the largest monthly output 
in history. 

The “saturation point” which has been 
much talked of for several years seems still 
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to be advancing, with the purchase of cars 
by people who formerly did not own an 
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automobile but who are now able to buy a 
cheap model or a used car, and also by the 
growing custom for a family to retain the 
“old bus” after purchasing a new model and 
to keep two or three machines in the garage, 
much as in older days the well-to-do might 
have several horses in the stable. The ex- 
port trade is continually growing and last 
year exports of motor vehicles valued at 
$355,434,000 were exceeded only by raw 
cotton and petroleum products. The de- 
velopment of motor trucking has been very 
rapid and many corporations now employ 
fleets of several thousand trucks for delivery 
service, while regular truck routes for short- 
haul freight have been established -in all 
parts of the country. Scores of railroads 
in the United States and abroad have adopt- 
ed trucks to supplement their shipping ser- 
vice for terminal movement, to replace local 
freight trains, and for store-door delivery. 


Passenger Bus Sales 


HE passenger bus development has par- 

alleled that of the motor truck, and rail- 
roads now use busses for terminal transfers, 
to replace local passenger trains, as feeders 
for branch lines and for sight-seeing tours, 
while the organization of independent cor- 
porations for interurban bus operation has 
proceeded at a rapid pace. The large ex- 
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penditures for road building and improve- 
ment in every state have added impetus to 
the sale of motor cars, as have likewise the 
better systems of traffic regulation and signal 
towers invented for crowded city driving. 
The great popularity of the automobiles, 
far from decreasing the building of homes, 
has been a great factor in more home-build- 
ing, for the car provides convenient trans- 
portation from the more outlying sections 
of any city and makes suburban development 
practicable. And there is no question but 
that the purchaser of an automobile today 
gets more value, dollar for dollar, than ever 
before, while the price level of general com- 
modities is 50 per cent above the pre-war 
figures. 


The Specter of Overproduction 


ROM the financial side, looking at the 

industry in a broad way, there appears 
the possibility that the large profits in re- 
cent years, a large part of which has been 
retained in the business and used for ex- 
panding plant facilities, may eventually re- 
sult in too much capital invested in automo- 
bile plants. Then there will be over-produc- 
tion. If that happens, and there is a ca- 
pacity very much in excess of current re- 
quirements, the inevitable result will be a 
lowering of prices by different manufactur- 
ers in order to stimulate sales and thereby 
decrease costs and earn a remunerative re- 
turn on the investment. Such action nat- 
urally forces other companies to cut prices 
in order to maintain their relative position, 
and the outcome is a price-war, with earn- 
ings quickly turned into deficits and the 
“weaker sisters” of the industry forced into 
receivership or taken over by the larger 
companies. 

Whenever symptoms of over-production 
make their appearance it is surprising how 
orders fall off, and purchasers who have 
been soliciting retail dealers to obtain de- 
livery of popular models will temporarily 
withdraw from the market with the expecta- 
tion of securing whatever car they desire 
at lower prices later on. Then the whole 
industry must mark time’ for a period wait- 
ing for the new car and replacement de- 
mand and the normal growth of the country 
to catch up with plant capacity, during 
which time profits are unsatisfactory for 
everyone. 

S to this economic aspect, however, and 

the latent dangers of running into over- 
production, it should be emphasized that 
the industry itself is watching the situation 
most carefully, and has its own experts 
constantly analyzing business conditions in 
all lines and studying future retail demand. 
Moreover, practically all the prominent com- 
panies are at the present time in an unusu- 
ally liquid condition, well fortified with cash 
and marketable securities and holding down 
debt to a minimum. 

This foremost American industry is noted 
for its capable and efficient management and 
mention has already been made of the con- 
servative policy being followed at the pres- 
ent time in making production schedules 
correspond closely with consumer demand, 
so that there appears to be no reason why 
the future cannot be viewed with reasonable 
confidence for the well-established concerns 
so long as there occurs no serious depres- 
sion in general business. 
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